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What's back of the boom in tufted carpeting’? 


The success of tufted carpeting begins with the unique 
“sewing” machines used to form the loose, looplike 
stitches that make up the pile. These huge, 1700- 
needle machines turn out up to 2000 lineal feet of 
18-foot-wide carpet in eight hours which is about 15 
times as efficient as conventional weaving 


“Backing up” this success is a unique back-size applied 
to the carpet. For here is the ingredient that not only 
imparts essential body and stiffness, but also helps 


anchor the loops, prevents raveling and assures dimen- 


vie 
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water dispersion 
of synthetic rubber 


sional stability. And these also are the reasons why 
PLIOLITE LATEX is used as the basis for the size. 


Other reasons for using Puotite Latex, specifically, are 
its permanence, strength, flexibility, light color and 
consistently high quality which assure trouble-free 
coating operations. For full details on high quality 
PLIOLITE LATEX, or on other Goodyear latices for tex- 
tile applications, just write to: 
Goodyear, Chemical Division, Dept. T-9458 
Akron 16, Ohio 


CHEMICAL 


COATINGS 
DEPARTMENT 








THE PHANTOM OF THE OPEN HEARTH 


How would you like to build a $45 million open hearth furnace with only $10 million? You think 
it can't be done? At United States Steel, we Anow it can't be done. But under the existing tax 
laws on depreciation we're supposed to do it. 


Because it cost only $10 million to build an open hearth furnace 25 years ago, that's all that 
the tax laws let us set up to replace it when it wears out—even though it costs $45 million to 
build one today. The additional $35 million has to come from profits. But profits we spend on 
replacement are only phantom profits. They can't be used for research, expansion, payments to 
our shareholders—the things profits should be used for. We have to use them just to stand still. 

Last year, nearly % of all the profits that United States Steel earned were phantom profits. 


USS is a registered trademark 


(iss) United States Steel 


Forses, AuGcust 15, 1958 





». 


A MANAGEMENT REPORT 


“U.S. Army photo shows Jupiter-C rocket just before launching.” 


Rockets Get a Lift From Sinclair 


‘Launching rockets is a tricky business. They are intricate 
almost beyond description, and a breakdown of any critical part 
can cause the whole rocket system to fail. We are proud to report 
that critical parts in the type of rocket motor which launched 
the U.S. satellites are protected by a new Sinclair product 

his is a specialized lubricant developed by Sinclair research to 
solve a serious problem perplexing the rocket scientists. The sam 
product is being used in the government’s missile development 


program. As contributors to the American advance into space 

by W. M. FLOWERS we say in all seriousness, ‘Sinclair lubricants are out of this world. ” 
President 

Sinccamm Researcu LAaBporatories, Inc, 


a subsidiary of 


SINCLAIR OIL CORPORATION . Goo FIFTH AVE., NEW YORK 20,N.Y. 
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SIDE LINES 


The Funds’ Best Friend 


In putting to press Forses’ Third 
Annual Report on Mutual Fund 
Performance (see p. 13), it struck 
us that this particular study might 
never have been written but for a 
powerful piece of federal legisla- 
tion now 18 years old. More than 
any other single thing, the In- 
vestment Company Act of 1940 
paved the way for the phenomenal 
growth mutual 
funds have since 
shown. 

A kind of in- 
vestment compa- 
ny Magna Carta, 
the 1940 Act set 
up a code of 
business stand- 
ards by which 
funds, both old 
and new, have 
lived and pros- 
pered. Though it 
was regulatory 
in nature, the act 
is looked upon 
by mutual funders as the best 
friend they ever had. Says William 
Shelley, managing partner of Bos- 
ton’s Vance, Sanders & Co., one of 
many mutual funders to testify in 
the pre-act hearings: “It saved the 
industry’s life.” 

Wanted: Wyatt Earp. Before the 
1940 Act, the investment company 
industry was something like a wild 
west town without a Wyatt Earp: 
its law-abiding citizens (including 
such pioneer funds as Massachu- 
setts Investors Trust, Incorporated 
Investors, State Street and Well- 
ington) were overshadowed in the 
public mind by a minority of hell- 
for-leather mavericks, who pretty 
much wrote their own laws. 

Particularly among the closed- 
end contingent, many funds were 
products of the speculative excesses 
of the 1920s, and victims of the 
Depression. To many an investor 
they had come to be equated with 
skullduggery and a “whole lot of 
rinkydinks,” including doctored 
management fees and misuse of 
funds. While many closed-end 
funds operated as principled trus- 
tees and survived those difficult 
times, an infamous few were giving 
the whole town a bad name. 

Thus when the SEC began a four- 


year probe of investment company 


abuses in 1935 and held pre-legisla- 
tion hearings in 1939, the industry's 
overwhelmingly honest element 
jumped at the chance to testify and 
help frame regulatory legislation 
Before a Senate Banking & Cur- 
rency subcommittee came _ such 
mutual funders as State Street's 
Paul Cabot, the Chemical Funds 
Ferdinand Eberstadt and _ In- 
corporated Inves- 
tors’ late Tudor 
Gardner, along 
with such closed- 
end champions as 
Lehman Corp.'s 
Arthur Bunker, 
Tri-Continental’s 
Cy Quinn. Prob- 
ably most in- 
fluential of all: 
MIT’s Merrill 
Griswold, who 
played a leading 
part in drafting 


MIT's Merrill Griswold the act. As he 


once admitted 
“We did most of the work and 
picked up most of the check.” 
Mutual Measure. The act that 
emerged from those hearings was 
historic on a number of counts 
Not only did it set up rules of 
conduct for all new 
companies 


investment 
and regulate the old 
ones, but it was one of the first 
pieces of regulatory legislation 
ever written in an atmosphere of 
complete cooperation between the 
regulators and the regulated. 

By providing for the orderly dis- 
tribution of shares (requiring deal- 
ers to sell at the public offering 
price), independent directors, the 
publication of annual reports, dis- 
closure of management fees and 
operating expenses, and calling for 
custodianship of fund assets to rest 
in the hands of a bank, the act re- 
vived confidence in the funds 

Some critics point out that be- 
cause it was essentially a com- 
promise between a Government 
agency anxious to put through re- 
forms and an industry intent on 
defending its good name, the meas- 
ure is “one of the most poorly 
worded ever written.” But cum- 
bersome and wordy as it may be, it 
did its job well. Says one mutual 
man: “By golly, it’s a darned good 
law!” 


FORBES FORBES is published twice monthly by Forbes, Inc., 70 Fifth Ave 


New York 11, N. Y. Entered as second-class matter, September Volume 82 
Aug. 15 7, 1917, at Post Office New York, under Act of March 3 


1879. Subscription $6.00 a year in US.A. Copyright 1958, Forbes, in No. 4 
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Which way ? 


Maybe you feel that way these 
days about your own investments, 

You can’t seem to make up your 
mind which way to go—-whether 
to buy, sell, or hold certain securi- 
ties. 

We don’t know all the answers, 
of course. No broker does. 

But for many years now, we've 
been plotting the progress of most 
major industries... keeping track 
of the more important companies 

.. erecting the best road signs we 
can for the benefit of investors. 

If you've been wondering just 
what course you should follow 
yourself ... 

If you'd like to know just what 
we think of any given stock-—or 
your complete portfolio—-just ask. 
And the more you tell us about 
yourself—-your financial situation 
and your investment objectives— 
the more helpful you'll find our 
answer. 

Customer or not, there’s no 
charge for such an analysis, no 
obligation. Just address— 


ALLAN D. GULLIVER 
Department §D-69 


Merrill Lynch, 


Pierce, Fenner & Smith 


Members New York Sr wk I vel in Ze 
ind all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 


| THE TOP TEN CITIES Percentage Gain or 


, New York, NY (9) 12 
| Jackson, Miss (2) 10 
| Kansas City, Mo 


Cheyenne, Wyo (2) 


| Columbia, $ C 
| Sioux Falls, $ D 
| Omaha, Nebr (3) 


CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER 
[) NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS 


se CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 


DESIGNED BY PICKS. N V 


Map shows condition in 87 U.S. business areas, each of which is an economic unit where 
changes depend on the same key factors. Shaded areas reflect decline or improvement for a 
two-month period ending the last week of July 


ZONE INDEXES 
Loss Over Last Year 


GREATEST GAINS GREATEST LOSSES 
Albuquerque, Butte, Mont (10) —15% 
N M (2) +13% | Detroit, Mich (7) 14 
Grand Rapids (8) 11 

Cleveland, Ohio 





Percentage gain or loss from 
corresponding months last year 





may | suNe 


New England 6% | --6% 
Middle Atlantic ! 0 
March (6) 


es . Midwest |} —16 
ittsburgh, Pa | 
March (6) South 

Washington, DC North Central 


(3) 10 
9 
7 
7 | Ft Wayne, Ind South Central 
7 
6 
6 


Amarillo, Texas 
Tampa, Fla (3) 
Buffalo, N Y Mountain 


Cincinnati, Ohio : 
June (3) ¢ Pacific 


New Haven, Conn 


NATIONAL INDEX 


Number in parentheses indicates how many 
months city has been continuously in column 








NEXT ISSUE: 


FIRE & BRIMSTONE. Very likely, a basic change in sulphur industry eco- 
nomics is on the way. How it will affect the major producers makes must 
reading for investors next issue. 


Forses, 70 Fifth Avenue, New York 11, N. Y. 
Please send me Forses for the period checked: 
[] 1 Year $6 [] 2 Years $9 


CL] Enclosed is remittance of $... (1D I will pay when billed 


Name 
Address 


- ere Z ° State. 
Single copy We » dies 
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This is no time for 


-< ie qo time for “do-it-your — 
_ “do-it-yourself investing 


This is no time for 


This is no time for “do-tt-yo 
This is no time for dal 
This is no time for ‘“‘do-it- 


“do-it-yourself” investing 


self” investing 


urself” investing 


yourself” investing 
yourself” investing 


l can be sae y lee casa 


Never in many years have sound investment decisions 
been more difficult to make than they are today. The 
prospects for whole industries are changing. Some stocks 
are at new bull market highs; others severely depressed. 
Constructive portfolio changes have paid off in the past 
few months, and should continue to prove profitable. 
No investor can afford to sit on a static portfolio. But to 
attempt today the highly specialized job of money- 
management on a part-time, part-informed basis is to 
increase immeasurably the chances of irreparable loss. 
The only practical alternative is full-time, professional 
management of one’s portfolio. And such skilled and 


continuing supervision is available at very modest cost 
through FORBES SECURITIES MANAGEMENT. 

It is completely personal service, tailored to the needs 
and objectives of the $25,000-and-up investor. It estab- 
lishes a person-to-person relationship with seasoned, im- 
partial counselors whom the investor may consult at any 
time concerning his program. 

Behind FoRBES SECURITIES MANAGEMENT is an organi- 
zation famed for 40 years for accuracy and integrity in 
gathering and interpreting investment facts, and a record 
of successful handling of portfolios running into many 
millions. 





For full details, please supply the 
information requested in the coupon. 
It will be held in strict confidence. 
You will receive a copy of the booklet 
on FORBES SECURITIES 
MANAGEMENT by return mail. 
It could well prove the most 
profitable reading you ever did. 


Forses, AuGUST 15, 1958 


Mr. D'Arcy Parrott, Director 
Forbes Securities Management Inc. 
70 Fifth Avenue, New York 11, N. Y. 


Dear Mr. Parrott: 


I-may be interested in retaining the services of Forses 
SECURITIES MANAGEMENT. Will you kindly send me without 
obligation complete details? My present investments are 
valued at approximately $_ 
$ 


. [have an additiona 
in cash available for investment 


Name 





Address 





City Zone___Siate_ 
f FORBES Inc 








Like your Favorite Newspaper... 


there’s more to Cities Service 
than meets the eye! 


A newspaper is much more than a few ounces of 
paper and a bit of printer’s ink. It is the end 
product of acres of forests converted into news- 
print, of world-wide news and photo organiza- 
tions, diligent local staffs, skilled editors and 
typographers, block-long high-speed presses, 
and fleets of vehicles to rush the printed paper 
to readers while the news is “hot.” 

There is much more, also, to a gallon of gaso- 
lene than a chemical analysis would show. The 
with o newspaper gees uncoen motor fuel supplied at Cities Service stations is 
except the newsboy who sells the end product of a job which reaches out to 
it. Editors, reporters, copy four continents. All this required a capital in- 
boys, makeup men, engravers, vestment from Cities Service of more than 
typesetters—this is but a frac- $179,000,000 in 1957 alone. 
tion of the hidden army that 
brings you the news. 


Literally everyone connected 


Only in this way can the petroleum needs of 
the public be met—and petroleum, next to food, 
is the most vital product in America today. 


Forbes, AUGUST 15, 1958 





“With all thy getting get understanding” 


FACT AND COMMENT 





by 


VALCOLM S. FORBES 


A DREAM THAT MAY SOON COME TRUE 


The Holy Roman Empire, many a generation of school- 
children has been informed, was neither holy, nor Roman 
nor an empire. One thing it was, however: a tangible 
though imperfect and impermanent embodiment of the 
ageless dream of a United Europe. The dream, moreover, 
survived even though the empire of Frederick Barbarossa 
and his successors did not. The dream of Europe one and 
indivisible survived the Moorish invasions, the discovery 
of America, the industrial revolution, rampant nationalism 
and the worst wars the world has ever seen. 

Now, by what will probably rate as one of the real 
ironies of history, it has apparently been left for our own 
pragmatic and unromantic era to realize this historic 
dream. For the simple fact is that we have never been 
closer to a United Europe than we are today. The Coal, 
Iron and Steel Community is a fact. So is the European 
Atomic Energy Union (Euratom). The Benelux Customs 
Union stands as living proof that European nations can 
sink their differences, their stiff-necked pride and even 
elements of sovereignty if their well-being demands it 

Another—and far bigger— 
United Europe 
looms immediately ahead 
Six independent nations of 
Western Europe—Western Ger- 


step toward 


LD) rete teereem: commer 18) 


many, France, Belgium, Lux- 
embourg, The Netherlands and 
Italy—have already inked the 
treaty setting up the European 
Economic Community. In ad- 
the United Kingdom, 
the Scandinavian nations, Aus- 


dition, 


tria and Switzerland have been 
feeling their way toward a 
Free Trade Area which would 
be closely associated with the 
European Economic Commu- 
nity. If the Free Trade Area 
comes to pass, United Europe 
will be well on its way to reali- 
zation everywhere 
Spain, Greece and 
Curtain Countries. 
political, 


except in 
the Iron 


Serious economic 
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THE EUROPEAN ECONOMKEC 
seurce: The Chase Manhattan Bank 


and psychological obstacles still exist to the fulfillment 
of the economic part of this blueprint. But the six Euro- 
pean Economic Community countries have gone too far to 
turn back. They have pledged themselves that over the 
next 12 to 15 years they will gradually merge into a singk 
economic unit. 

Best of all, the French, 
Italian and Benelux businessmen already have begun to 
prepare for the event. Even France, one of the worst 
heel-draggers in the early days of the E.E.C. proposal, 
now seems likely to go along. In fact, two of her states- 
men, Jean Monnet and Robert Schuman, along with 
Belgium’s Paul-Henri Spaak, are generally regarded as 
the modern day architects of European unity. 

European economic integration is well on the road 
By the first of next year, the six nations are committed 
to begin the eventual removal of all tariff barriers against 
each other’s goods. 


more progressive German 


First step: a reciprocal 10°, cut in 
tariff duties among Common Market members. By 1973 
there is supposed to be free movement of goods, man- 

power and invested capital 
within the European Economi 
Community. By that date, wage 
rates will be equalized, trans- 
port unified 


systems and a 


common economic policy es 


the 


included 


tablished toward 
the world, the U.S 

The consequences of all this 
One 


rest ofl 


incalculable 
the 


an economic power with a pro- 


are almost 


result will be creation of 


ductive capacity nearly as 


great as Russia’s—making it 
easily the third richest nation 


Throw in 


nations negotiating 


in the world. the 
to join the 
proposed Free Trade area and 
you 241 


national 


get a population of 


million and a gross 


product considerably  bigge 


Russia's and than 
half as big as the U.S.’ 


The 


than 


more 


COMMUNITY 
consequences to the 





U.S., moreover, are hardly less dramatic than those for 
Europe. We cannot help but epplaud the strengthening 
of Europe’s economic and military potential as well as the 
weakening of the centrifugal tendencies that have always 
letf the free nations of the West at the mercy of any 
determined invader. 

But there is another consequence of the common mar- 
ket that we cannot ignore, either. That is the fact that 
it will effect our economic interests in several ways. It 
will probably almost certainly make Western European 
firms more potent competitors in the world market. 
Secondly, while it is making European business stronger 
in mass markets and mass production, it will erect and 
maintain a tariff barrier against U.S. goods in markets 
where community members will have duty-free access. 
In selling goods to Italy, for example, we must look for- 


- 
eo ame 


Architects of United Europe: 
French statesmen Monnet and Schuman 


ward to the day when we will have to climb in over 
tariff walls while French and German competitors stroll 
in tariff-free. 

We cannot, of course, oppose the economic community 
on these grounds. Nor could we stop it even if we wanted 
to. Instead it behooves far-sighted U.S. businessmen to 
start taking steps now to meet the situation. Some US. 
manufacturers, our automobile makers prominently among 
them, have already begun doing so. They are expanding 
and modernizing the plants of their European subsidiaries 
so that they will be able to compete with such European 
automaking giants as Volkswagen, Renault and Fiat once 
the barriers start to come down. Other U.S. firms are 
making their first direct investments in European plants 
as insurance against possible loss of their direct export 
markets. H. J. Heinz, for example, bought a plant in the 
Netherlands, plans to produce there its famed food 
products for Common Market customers. J. I. Case has 
gone into France, Consolidated Electrodynamics into 
Germany, du Pont is looking for suitable locations in 
Holland and Belgium. 

But U.S. companies with European plants will not be 
the only ones able to share in the prosperity of the Euro- 
pean Economic Community. That teeming, industrialized 


10 


Key producing unit of European Economic Community: 
Volkswagen plant in Germany 


area will still need the tobacco, food and cotton grown 
on U.S. farms. It will probably need other U.S. mineral 
raw materials as well. And last, but by no means least, 
the U.S. manufacturer with a technologically superior or 
unique product will still have a market, tariff barriers or 
no. Points out The Chase Manhattan Bank in a very 
readable booklet it recently published on “The New 
European Market”: 

In the long-run those U.S. exports will fare best 
which in some respects are unique—unique in per- 
formance, design or cost. Such is the case even today, 
from drugs to tractors to atomic reactors. . . . United 
States business at present commands one significant 
advantage in this regard—the volume and variety 
of its applied research, which is unmatched anywhere 
else in the world. Technical progress should be rapid 


Early advocate of a united Europe: 
Emperor Frederick Barbarossa 


within the U.S., and it will be exportable. 

For such products, a United Europe will offer a bigger 
and freer market. An economically United Europe (and 
ultimately a politically United Europe) are among the 
best things that could happen to the free world. By rais- 
ing living standards and sharpening the competitive 
striving for lower costs and more marketable merchandise, 
it will certainly create a bigger market both for goods 
made in the U.S. and for the products of the more under- 
developed countries of Europe, Africa and Asia. The 
prospect for a new and United Europe is one of the most 
encouraging features of the world today. 

The newspapers these days are full of news about 
our troubles in the Middle East, of Communist pressures 
in Eastern Europe and Asia, of turbulence in Africa and 
the Mediterranean. But it may well be that in its quiet 
and undramatic way, the European Economic Community 
may finally loom larger in world history than these wars 
and alarms. As a prominent Dutch official recently said, 
quoting from Historian Arnold Toynbee: “It is ultimately 
‘these deeper, slower movements that in the end make 
history, and it is they that stand out huge in retrospect 
when the sensational passing events have dwindled in 
perspective to their true proportions.’ ” 
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LOOKING SOUTH 


New Uses of Natural Resources 
Stimulate Dixie’s Diversified Development! 


, * SOUTH of today—through efficient utilization of its abundant natural resources—is 
realizing its long-promised role as a vital supplier to the rest of the nation and the world. 

Exhaustive Southern research and educational efforts are constantly creating new 
industrial processes and manufacturing techniques. Developments such as these are 
turning Dixie’s vast natural wealth into an ever-growing variety of products. Result: 
an expanded commerce which brings new strength to the South’s economy. 

The region’s quest to harness natural resources is reflected in the expansion plans 
of The Southern Company and its operating affiliates. This program includes enormous 
hydroelectric developments on the Coosa, Warrior and Chattahoochee Rivers, and the 
new Southern Electric Generating Company’s construction of a $150 million steam 
generating plant in the heart of Alabama’s coal fields. These are part of a $500 million, 
three-year construction project of the group—further evidence that the last half of the 
twentieth century belongs to the South! 


Send for free photo booklet on the 
South! Learn more about this area's 
progress in industry, commerce, agricul- 
ture, transportation, research, education, 
culture and other fields in this 64-page, 
illustrated booklet. Available at no cost. 
The Southern Company, 1330 West 
Peachtree Street, Atlanta 9, Georgia. 


ADDRESS 


WITHIN SIGHT of the huge St 


Paper Company mill, near Pensacola 


Regis 
Florida 
this Future Farmers of America group inspects 
a seedling nursery. The 
than 18 


paper company has 
slash 


the 


donated more million pine 


seedlings to replenish forests in area 
The four states of Alabama, Florida, Georgia 
and Mississippi produce about a third of the 
nation’s pulpwood, and are among the leaders 


in reforestation 


THE SOUTHERN COMPANY 


ATLANTA - 1330 W. PEACHTREE STREET 
BIRMINGHAM - 600 N.!8 TH STREET 


Alabama Power Company .... 
Georgia Power Company 

Gulf Power Company 
Mississippi Power Company Gulfport, Mississipps 
Southern Electric Generating Co. . Birmingham, Alabama 


Birmingham, Alabama 
Atlanta, Georgia 


Pensacola, Florida 


ae 


PURER THAN THE AIR you breathe is the 
air that flows from a Fram air filter into your car's 
carburetor. Located in Birmingham, Alabama, this 
plant is an example of the diversification of industry 
found in the Southland today! 
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“LOADED” WITH $28,000, high school 
girls en joy their tour of the Federal Reserve Bank 
Sixth District headquarters in Atlanta. In 1957, 
this Bank and its four branches cleared over 250 
million individual checks—more than twice the 
number of ten years ago. 


HER IMAGE REFLECTED in the surface of a 
guided missile tracking camera mirror, this technician 
measures to a millionth of an inch the lens, prisms and 
other parts for optical systems made by Ferson Opti- 
Military 


contracts account for 70 per cent of the firm's output 


cal Company, Ocean Springs, Mississippi 


Ferson is one of three such suppliers in the U.S 





All the comforts of home 


\ little bit of home flies with you when you take a trip 
on one of today’s modern airliners. The friendly com- 
forts... the small but important needs . . . are graciously 
and thoughtfully provided. No wonder so many people 
are flying. 

Last year, America’s airliners carried more than 42.000,000 
passengers a total of 25 billion miles. Providing the fuels 
and lubricants to make this possible has been a big job for 


the petroleum industry. Texaco is proud of its part in this 


12 


task—for during the last 23 years more scheduled revenue 
airline miles in the United States have been flown with 
Texaco Aircraft Engine Oil than with all other brands 


combined. 


TEXACO 


PROGRESS AT YOUR SERVICE 


T x A COMPANY 
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AN UGLY DUCKLING BECOMES A SWAN 


Mutual funds were once the ugly duckling 
of Wall Street. But today, like them or dis- 
like them, few brokers snub the funds. 


SoME mutual fund enthusiasts already 
are calling 1958 the year of the “big 
breakthrough.” First of all, some- 
time in May, the mutual fund industry 
broke through the $10-billion asset 
ceiling under which it had been stalled 
since May, 1957. Secondly, its sales 
organizations wrote orders for a cool 
$1 billion worth of fund shares in the 
first half (as against redemptions of 
just $200 million), a 50% sales gain 
over last year. 

What gave mutual funds their big 
push this year was, of course, no 
secret. Using the full weight of their 
long underwriting experience and 
their considerable prestige, two of 
Wall Street’s biggest investment 
houses launched brand new mutual 
funds during the late spring and early 
summer. One of them, Lehman 
Brothers’ One William Street Fund, 
garnered $239 million in just eight 
weeks of selling. The other, Lazard 
Freres’ Lazard Fund, sold out its 8% 
million shares offering in just two 
weeks. 

Hefty Babies. Besides these two 
hefty babies, at least 15 other new 
mutual funds were launched around 
the same time. But Lazard and One 
William between them accounted for 
a good 30% of all fund sales shares 
sold during the first half of 1958. With- 
out these two issues, mutual fund 
sales would have just about levelled 
out with last year’s. 

Pondering this sober fact, more 
than one fund veteran has refused to 
throw his hat in the air over the 1958 
sales figures. Herbert Anderson, 
president of the $125.5-million Group 
Securities family of funds, thinks that 
the industry is making progress this 
year but not so dramatically as the 
figures would seem to indicate. “Very 
little of the Lazard and Lehman 
money,” says Anderson, “was mutual 
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fund money as we have come to know 
it. They were really bigtime under- 
writing ventures.” 

But whatever assured the great 
Lehman and Lazard successes, they 
prove that the mutual funds are no 
longer the ugly duckling of Wall 
Street. Not only had two longtime 
holdouts against the mutual fund idea 


In Billions of Dollars 


$20 BILLION 
BY 19657 


The way the mutual funds are 
growing, industry optimists are pre- 
dicting that it will hit $20 billion by 
1965 as against well under $1 billion 
in 1943. 

Total Mutual Fund Assets 


WSyears years Syears Last End of 
ago year 1958 (est.)* 
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Annual Net Sales 
In the first six months of 1958, 
mutual fund salesmen netted al- 
most as much in new sales as they 
did for all of 1957. Result: a prob- 
able $1.3 billion in net sales for1958 
and an all-time record. 





Wyears years Syears Last 
ago ago ago 
| 


End of 
1958 (est.)* 


—_ = = 
coo o.eN > 











In Hundreds of Millions of Dollars 
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“At August 1, 1958 Prices 


joined the ranks but many formerly 
aloof brokerage houses were pushing 
funds at last. 

The Closed Door Policy. That in it- 
self was enough to give at least vicar- 
ious satisfaction to many a mutual 
fund veteran. For as the ugly duck- 
ling of Wall Street’s brood, the mu- 
tual funds had long been snubbed, 
ignored and insulted by most of the 
chickens. Recalls Cleveland’s Arthur 
M. Hoagland, a longtime wholesaler 
of the Hugh Long & Co. funds: 
“Twenty years ago, most investment 
dealers wouldn’t even talk to us.” 

Even today a few stock exchange 
firms still turn up their noses at mu- 
tual funds. Merrill, Lynch, Pierce, 
Fenner & Smith, for example, will 
handle mutual fund purchases only 
if the customer specifically requests 
it. But today more and more of the 
large brokerage houses are pushing 
mutual fund sales. “There were only 
1600 firms selling our fund in 1950- 
1951,” says Wellington Fund Presi- 
dent Walter L. Morgan. “Now there 
are 3,200.” 

Too Big to Ignore. The Street’s new- 
found admiration for the one-time 
ugly duckling is easy enough to ex- 
plain. In printing up $1.7 billion 
worth of new shares this year, the 
mutual fund industry will pay out a 
probable $100 million in sales com- 
missions, a sum which compares 
favorably with the $335 million gen- 
erated by all the trading on the New 
York Stock Exchange last year. An- 
other reason: it is no secret that mu- 
tual funds do $3-$4 billion worth of 
trading every year in their port- 
folios. Under a very useful system 
of reciprocity, most mutual funds dis- 
pense this patronage to stock ex- 
change houses in direct proportion to 
the broker’s zeal in selling the 
shares. This business is probably 
worth another $20 million or so in 
annual commissions for New York 
Stock Exchange member firms. 

It is not, then, that all of Wall 
Street has gotten over its dislike and 
skepticism regarding the funds. It is 
just that the mutual funds, whether 
duckling or swans, have simply grown 
too big to be ignored. 








A COMMENDABLE AVERAGE— 
BUT NO MIRACLES 


Are mutual funds a good investment? 
Certainly the funds have this paramount 
virtue: by and large they have enabled 
the ordinary investor to stay with the 
market through thick and thin without 
taking undue risks. Because they spread 
their risks over dozens of securities, they 
have protected their investor-stockholders 
from the 40%, 50% and even 60% 
losses that some investors suffered last 
year. But the funds have not been able 
to match the spectacular gains scored in 
recent months by many individuals. 

Taking the industry as a whole, it has 
done a commendable but not spectacular 
job of keeping up with the market. It 
does make a big difference which fund 
you buy, however. By whatever test you 
apply there are some funds that handily 
beat the averages and others which fell 
badly behind 
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...in a bull market 





As bull market moneymakers, the 
ten biggest common stock funds did 
slightly less well than the S&P 500 
average, the ten largest balanced 
funds about two-thirds as well. 


10 Biggest 3 
10 Biggest 
S Fonds Bal 


...in a “‘plateau"’ market 


In the highly selective 1956-1958 
plateou phase of the market, the 
common stock funds lost some 
ground but did a bit better than the 
S&P average. The balanced funds 
did slightly worse than the 
averages 
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10 Biggest 10 Biggest 
Stack Funds Balanced 
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Fund 500 


...in a fast market break 

As o group, the funds failed to 
resist last fall's market break any 
better than the averages. The stock 
funds, in fact, dropped more than 
the averages, the balanced funds 
only slightly less. 


Stock Funds Balanced “Worst 
Funds Performing 

. for dividends Fund 
As income producers, the mutual 
‘funds have generally been below 
the averages. Reason: the bite from 
dividend income taken by the 
annual management fee. Exception: 

8 the specialized “income” funds. 
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HOW TO BE YOUR OWN EXPERT 


There’s no need to be mystified by mutual funds. 
It is only a question of looking at the record. 


Boarproom folklore to the contrary, 
there is nothing darkly mysterious or 
complex about mutual funds. He who 
invests in a mutual fund is buying only 
two things: a share in a package of 
securities, and the services of profes- 
sional management. But the contents 
of the package are constantly chang- 
ing: the analyst who likes General 
Motors today may prefer Chrysler to- 
morrow. In the last resort, then, it is 
the abilities of management which 
make the lasting difference between 
one mutual fund and another. 

But how do you measure the in- 
tangibles of judgment, knowledge and 
sheer ability to pick the winners? By 
the results, of course. Thanks to the 
provisions of the Investment Company 
Act and the investment company in- 
dustry’s own open book policy, the 
facts for judging are on the record. 

The trouble is that there are almost 
too many facts. To help the investor 
through the confusing mass of facts, 
figures and arguments, Forses’ editors 
once a year select what they regard as 
the most important facts and figures, 
boil them down to digestible form. 


The $100 Question. On the following 
pages, Forses puts the managements 
of the 220 mutual funds to four tough 
tests. In each test Forses shows what 
would have happened to an investment 
worth $100 at net sset value. The 
questions: 

1) How aggressive was the fund’s 
management in making money for its 
stockholders in the seven-year bull 
market that got underway in 1950 and 
ended in a triple top last summer? 
This gives a rough measure of the 
fund’s capital gains potential. 

2) Did it gain or lose ground in 
the mercilessly selective market be- 
tween mid-1955 and mid-1958? This 
was a period when the averages were 
going nowhere but some _ individual 
stocks were soaring, others collapsing. 

3) Was it successful in _ protect- 
ing its stockholders during the bru- 
tal market break between July and 
late October of last year? How safely 
are its investments managed? 

4) How much dividend income 
(capital gains disbursements aside) 
did management earn last year on 
each $100 of invested assets? Has the 
fund sacrificed capital gains or safety 
to get dividends? 

Loads, No-Loads and Low-loads. What 
about loading charges? Forses’ fig- 
ures do not allow for the bitc that the 
8°, -or-so sales commissions take out 
of most mutual fund purchases. Rea- 


son: Forses’ editors were seeking to 
measure management skill in handling 
money, not investment results as such. 
Moreover, it would make comparisons 
meaningless to write off a charge of 
8% over so short a period as a year or 
even less. Thus all funds are put on an 
equal footing—whether they charge 
the traditional 8° load, the low loads 
of 2% or 3% or whether they charge 
no loads at all. It is on the record 
that each investor can judge whether 
a given fund is worth its load. (For 
directions on adjusting for the ioad- 
ing charges, see page 20.) 

And what about capital gains? For 
the purposes of this survey Fores has 
not treated them as dividends at all. 
We have followed the practice recom- 
mended by most moueymen of simply 
reinvesting capital gains in more 
shares of the fund. This is the com- 
mon sense way of handling what is 
essentially a return of capital; the in- 
vestor who spends his capital gains in 
a good year may well find when the 
market turns down that he has been 
living Off his capital. 

Jack-of-all-trades? Two conclusions 
clearly emerge from Forses’ 1958 mu- 
tual fund survey. One is hardly sur- 
prising: namely, that there are very 
big and very important differences 
among the funds (see chart). 

But even more to the point is this 
conclusion: that no single fund rightly 
can claim to be a jack-of-all-trades. 
None gives its stockholders capital 
gains, safety and high dividends all in 
one package. Thus, the Scudder Spe- 
cial Fund, which turned in the best 
capital gains score during the tricky 
“plateau” market, also produced one 
of the smallest dividend incomes. Na- 
tional Securities Dividend Series was 
one of the best dividend producers. 
but it turned in the worst record dur- 
ing the “plateau” market. And Amer- 
ican Business Shares, one of the slow- 
est movers during the seven-year bull 
market was tops among the diversified 
funds in resisting last year’s decline. 

The Intelligent Investor. The moral to 
all this is clear. It is that the investor 
who buys mutual funds in haste will 
probably repent in leisure if the fund 
does an under-par job—since any in- 
vestor will think twice before cashing 
in shares which cost him 8% to buy. 
Happier will be the lot of the mutual 
fund investor who decides first what 
it is he primarily wants: income. 
safety or a chance at capital gains. It 
is to help such intelligent investors 
make intelligent decisions that Forses’ 
mutual fund survey is offered. 
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How well did they do...? 


What does it 
How big _— cost fo buy 
is it? the Fund! 


Net Loading 


Assets Chates $100 $100 $100 $100 
sions —_* ended as: ended as: ended as: earned 


Standard & Poor's 500 Stock Average $282.64 $97.77 $85.69 $4.09 
COMMON STOCK. FUNDS 


Aberdeen Fund $281.29 $ 99.17 $2.49 
Affiliated Fund 195.15 111.23 4.00 
Leon B. Allen Fund (started 6/52) 195.52 94.51 2.65 
American Income Fund (started 8/57) — — . 


American Investment & Income Fund (started 2/57) — —- 

American Investors Fund (started 5/58) — —— - 
American Mutual Fund (started 2/50) 260.45 99.16 2.91 
Associated Fund Trust 178.81 95.79 4.18 


Atomic Development Fund (started 12/53) 171.53 103.47 
Axe-Houghton Stock Fund 193.97 98.38 
Axe Science & Electronics (started 2/55) 117.33 102.99 


Blue Ridge Mutual Fund (started 6/51) 193.62 98.00 
Bondstock Corp. 287.21 92.56 
Broad Street Investing 244.46 105.24 
Bullock Fund 265.82 101.74 


California Fund (started 1/54) 161.78 107.39 
Century Shares Trust 217.53 102.47 
Chase Fund of Boston (started 7/58) —_—— —- 
Chemical Fund 306.27 100.70 


Colonial Fund 213.28 97.65 
Commonwealth Income (started 11/57) — — - 
Commonwealth Stock Fund (started 8/52) 202.37 96.4) 
Composite Fund 183.07 97.39 


Concord Fund 236.24 98.75 
Consumers Investment Fund (started 7/58) —— — 
Crown Western—Dallas Fund (started 2/54) 167.52 91.52 
Crown Western Diversified Income Fund 192.09 96.31 


Delaware Fund 215.92 101.23 
Delaware Income Fund (started 3/57) — 
de Vegh Mutual Fund (started 4/50) 447.51 110.77 
Diversified Growth Stock (started 11/52) 230.91 106.3! 


Dividend Shares 219.88 102.70 
Dreyfus Fund : 271.11 117.77 


Eaton & Howard Stock Fund 281.46 99.34 

Electronics Investment (started 5/55) 114.34 101.97 2.33 
Energy Fund (started 10/55) 151.58 103.98 1.10 
Equity Fund 243.05 99.27 3.51 


Fidelity Capital Fund (started 3/58) —— — 

Fidelity Fund 259.66 94.29 82.22 3.49 
Fidelity Trend Fund (started 5/58) -— pee , 
Financial Industrial Fund 257.50 89.36 80.85 3.30 


Florida Growth Fund (started 2/57) ; — —- 89.51 2.41 
Florida Mutual Fund (started 1/54) 153.57 - 85.85 82.24 4.14 


The ‘seven-year bull market’ covers 1/1/50 through 6/30/57; the “market collapse” 7/1/57 through 10/25/57; ‘dividends’ 7/1/57 through 
6/30/58. All figures are based on net asset values; no adjustment has been made for loading charges. /n all cases, FORBES has assumed reinvest 
ment of capital gains distributions at net asset value. 

Fund was not operating for full period. 
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How well did they do...? 


What does if 
How big _—cost fo buy 
is it! the Fund! 


pA aoe $100 $100 $100 $100 
millions) % 


—_A— ended as: ended as: ended as: earned: 
Standard & Poor's 500 Stock Average eee $282.64 $97.77 $85.69 $4.09 


Founders Mutual Fund : EOE Sree $276.79 $ 99.80 $86.03 $2.80 
Franklin Custodian Funds 
Common Stock Series , aie ; ate 270.56 101.06 83.30 5.33 
Utilities Series : ; as 200.94 124.40 92.94 5.19 
Fundamental Investors ead ol fond Sa 272.01 96.29 82.38 3.14 


Gas Industries Fund - 239.12 97.68 77.12 2.59 
General Capital Corp. ; 3 277.71 93.37 82.10 none 
General Securities (started 2/51!) 178.35 A 98.31 81.70 2.33 


Group Securities 
Capital Growth Fund ‘- aes a 249.05 94.83 81.37 2.93 
Common Stock Fund sa dccatial s 196.49 104.57 90.58 4.91 


Group Securities Industry Shares 
Automobile 180.90 82.53 84.00 4.12 
Aviation é ; 398.32 85.51 78.16 2.95 
Building ; Cree ; 201.17 88.17 84.21 4.17 


Chemical = 232.87 95.46 86.82 2.37 
Electronics & Elec. Equip. 252.10 94.47 80.71 2.60 
Food 124.39 120.19 98.06 4.61 
Industrial Machinery ; © , os 264.65 93.23 78.50 3.51 


Merchandising : = ose 135.67 101.70 93.63 4.96 
Mining Koos ose 184.59 65.41 70.64 3.94 
Petroleum 371.28 93.56 79.77 2.81 
Railroad Equip. ; 202.71 84.77 79.33 4.46 


Railroad Stock ; , ; 234.19 87.27 78.01 5.46 
Steel , ; ‘ 407.43 95.76 78.35 3.87 
Tobacco ’ Be : 89.24 151.38 107.22 6.49 
Utilities : - 149.34 116.68 94.72 4.49 


Growth Industry Shares vor 301.33 96.43 80.87 2.52 
Guardian Mutual Fund (started 6/50) nner 201.58 4 101.58 85.51 3.18 


Hamilton Funds pnb wa aeee 198.94 99.40 88.61 2.76 


Income Fund of Boston (started 2/55) — 109.99 4 84.66 82.85 
Incorporated Income Fund (started 10/54) eee 124.90 O 89.19 86.31 
Incorporated Investors wae 325.81 83.38 76.39 


Institutional Shares, Ltd. 
Bank Fund ere ‘ ea 165.40 107.09 93.79 
Growth Fund ; 375.93 94.19 77.93 
Income Fund (started 5/53) 147.68 A 86.46 86.59 
Insurance Fund ; 5a Gconaians rests vereaed 153.74 105.67 86.72 


Investment Company of America pion’ edison 274.23 98.67 84.88 
Investment Trust of Boston ses 297.00 94.48 83.47 
Investors Stock Fund ; 252.01 98.62 82.37 
Investors Variable Payment (started ee ene — — 77.99 
Istel Fund (started 1/54) paws aie 163.69 O 100.25 87.54 


Kerr Income Fund (started 11/56) ................4. —_—_ — 87.85 
Keystone Custodian Funds 
S-1 (high grade) ee eee eee 260.08 99.19 84.39 
S-2 (good grade) ee 216.28 96.26 86.03 


The “seven-year bull market" covers 1/1/50 through 6/30/57; the “market collapse” 7/1/57 through 10/25/57; "dividends" 7/1/57 through 
6/30/58. All figures are based on net asset values; no adjustment has been made for loading charges. In all cases, FORBES has assumed reinvest- 
ment of capital gains distributions at net asset value. 

AFund was not operating for full period. 
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> 1958 MUTUAL FUND RATINGS 





How well did they do...? 


What does it 
How big _— cost to buy 
is it! the Fund! 


Net Loading 


| Assets Chores $100 $100 $100 $100 
fmittions —*e ended as: endedas: ended as: earned: 


Standard & Poor’s 500 Stock Average $282.64 $97.77 $85.69 $4.09 


S-3 (speculative) $367.07 $ 90.97 $76.40 $2.34 
S-4 (low-priced speculative) 391.59 108.99 86.44 2.07 
K-1 (income) 118.01 91.23 89.98 5.59 
K-2 (growth) 269.18 95.22 78.92 2.08 


Knickerbocker Fund : 176.83 99.44 89.96 
Knickerbocker Growth Fund (started 5/53) 180.16 96.49 74.96 


Lazard Fund (started 7/58) _ ae 
Lexington Venture Fund (started 3/56) 102.85 78.61 
Liberty Income Fund (started 7/56) 93.35 83.26 
Life Insurance Investors (started 12/54) 104.93 87.37 
Life Insurance Stock Fund (started 1/55) d 100.22 90.41 


Managed Funds 
General Industry Shares 82.06 
Special Investments (started 10/54) 76.80 
Electric ..... 79.17 


73.56 


. 85.41 
Petroleum 77.97 


Transport (sterted 1/54) 77.95 


Horace Mann Fund, Inc. (started 12/57) — 
Mass. Investors Growth Stock 79.27 
Mass. Investors Trust 83.70 
Minnesota Fund 78.05 


Missiles—Jets & Automation Fund (started 7/58) — 
Mutual Income Foundation Fund 89.22 
Mutual Investment Fund 86.30 
Mutua! Securities Fund (started 7/58) — 
Mutual Shares 85.82 


Mutual Trust 87.50 
National Investors 81.42 
National Securities 
Growth Stock Series 78.79 
Stock Series 82.42 


Nelson Fund (started 11/55) 83.64 
Northeast Investors Trust (started 3/50) 89.71 
Nucleonics, Chem. & Elec. Shares (started 8/56) 82.25 
One William Street Fund, Inc. (started 6/58) — 
Over-the-Counter Securities (sterted 6/56) 90.08 


Pacific Investment Fund (started 2/56) - 88.40 
Peoples Securities (started 12/55) 82.61 
Penn Square Mutual Fund (started 6/58) — 
7.83 Philadelphia Fund 258.69 81.16 
1.0 Pine Street Fund ; 250.35 86.55 


8.0 Pioneer Fund 255.84 84.12 
none T. Rowe Price Growth Stock Fund (started 4/50) 319.09 87.09 
8.0 Putnam Growth Fund (started 11/57) —— — 


The “seven-year bull market” covers 1/1/50 through 6/30/57; the ‘market collapse” 7/1/57 through 10/25/57; “dividends 7/1/57 through 
6/30/58. All figures are based on net asset values; no adjustment has been made for loading charges. In all cases, FORBES has assumed reinvest- 
ment of capital gains distributions af net asset value. 

AFund was not operating for full period. *Traded over-the-counter 
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How well did they do...? 


What does if 
How big _— cost fo buy 
is it! the Fund! 


Pa 8 Govt $100 $100 $100 $100 
millions) “2 ended as: endedas: endedas: earned: 
Standard & Poor's 500 Stock Average ....... $282.64 $97.77 $85.69 $4.09 





Scudder Special Fund (started 6/56) ; — $122.20 $ 82.94 $0.65 
Scudder, Stevens & Clark Common Stock setae $260.61 98.74 82.46 2.72 
Selected American Shares ; 239.36 93.22 85.10 3.22 
Edson B. Smith : wae 199.72 99.25 83.71 2.83 


Southwestern Investors (started 2/54) ; 127.214 98.28 88.94 3.37 
Sovereign Investors 227.53 95.37 86.19 
State Street Investment : 247.89 100.85 83.55 
Steadman Investment (started 8/57) ba — — _ 


Stein Roe & Farnham Stock Fund (started 7/58) 
Sunrise Fund (started 4/57) 
Supervised Shares 


Television-Electronics Fund 
Texas Fund 
Townsend U.S. & International (started 5/58) 


United Funds 
Accumulative 
Continental (started 12/52) 
Income Fund 


Science Fund (started 5/50) 


Value Line Fund (started 3/50) 
Value Line Income Fund (started 9/52) 
Value Line Special Situations (started 5/56) 


Vanderbilt Mutual Fund (started 5/57) 


Wall Street Investing 

Weshington Mutual Investors (started 8/52) 
Winfield Growth Industries 

Wisconsin Fund 


BALANCED FUNDS 


American Business Shares 130.28 104.92 94.86 
Axe-Houghton Fund A 200.88 95.24 88.64 
Axe-Houghton Fund B 202.60 96.45 84.89 


Boston Fund Pe 186.86 104.03 90.63 3.34 


Commonwealth Indentures, A&B 159.67 100.90 90.54 8 
Commonwealth Investment 188.67 97.89 87.75 5 
Composite Bond & Stock 151.79 101.55 92.55 A 
Counselors Investment Fund 169.04 93.86 93.16 5 


de Vegh Investing (started 2/53) 178.46 AO 103.47 84.87 3.39 
8.75 Diversified Investment 193.49 93.50 86.98 4.64 
2.0 Dodge & Cox 179.32 99.80 88.60 3.14 


6.0 Eaton & Howard Balanced ; 191.51 99.49 88.45 3.13 
7.5 Fiduciary Mutual Investing 186.84 100.81 89.40 4.18 
Franklin Custodian Income Series 186.48 95.26 83.87 4.46 


8.0 General Investors Trust : 194.13 97.53 87.64 4.44 
8.5 Group Securities Fully Administered 150.84 104.54 93.01 4.35 


The "seven-year bu/l market" covers 1/1/50 through 6/30/57; the "market collapse" 7/1/57 through 10/25/57; "dividends" 7/1/57 through 
6/30/58. All figures are based on net asset values; no adjustment has been made for loading charges. In all cases, FORBES has assumed reinvest- 
ment of capital gains distributions at net asset value. 

Fund was not operating for full period. *Traded over-the-counter. 
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How well did they do...? 


What does if 
How big _—cost fo buy 
is if! the Fund! 


Pron Soot $100 $100 $100 $100 
millions} “° ended as: endedas: ended as: earned: 


Standard & Poor's 500 Stock Average $282.64 $97.77 $85.69 $4.09 


Haydock Fund | $171.99 $ 98.61 $88.83 $3.46 


Income Foundation , 205.98 96.56 87.64 2.38 
Institutional Foundation Fund 220.58 94.37 86.41 4.69 


Investors Mutual : ; 166.27 100.71 90.33 3.98 
Johnston Mutual eee, ee ; 197.32 97.36 87.89 


Lexington Trust 142.54 99.36 88.73 
Loomis-Sayles , 177.78 105.24 91.15 


Mass. Life Fund ; 157.13 101.42 89.67 
Nassau Fund (started 10/57) 


National Securities 
Balanced Series 
Dividend Series 


Income Series 


Nation-Wide Securities 
New England Fund 


Puritan Fund 
Geo. Putnam of Boston 


Quarterly Distribution 
Rittenhouse 


Scudder, Stevens & Clark 
Shareholders Trust of Boston 
Southern Industries 


Stein Roe & Farnham 
Sterling Investment 


Templeton & Liddell 


Wellington Fund 
Whitehall Fund 


FUNDS FOR INVESTING ABROAD 
Axe-Templeton Growth Fund of Canada (started 2/55) 121.34 4 92.83 80.67 


Canada General (started 6/54) 191.01 102.71 74.14 
Canadian Fund (started 5/52) 170.07 4 91.92 77.88 
Canadian International Growth (started 9/56) ——- —— 79.17 


International Investors (started 8/55) . 105.10 102.88 87.55 
International Resources (started 9/55) 119.71 4 88.08 76.75 
Investors Group Canadian Fund (started 5/55) 129.03 93.40 72.03 


Keystone Fund of Canada (started 10/54) 138.88 94.96 72.63 
N.Y. Capital Fund of Canada (started 8/54) 150.64 4 98.90 77.04 


48.3 Scudder Fund of Canada (started 6/54) 169.35 A 95.33 72.90 
21.8 : United Funds of Canada (started 9/54) 159.64 92.01 72.86 


The "seven-year bull market’ covers 1/1/50 through 6/30/57; the “market collapse” 7/1/57 through 10/25/57; “dividends 7/1/57 through 
6/30/58. All figures are based on net asset values; no adjustment has been mode for loading charges. In all cases, FORBES has assumed reinvest- 
ment of capital gains distributions at net asset value. 


AFund was not operating for full period. *Traded over-the-counter. {Canadian dollars. **All dividends automatically plowed back into the fund 
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How well did they do...? 


What does it 
How big _— cost fo buy 
is it! the Fund! 


Net Loading $100 $100 “$100 $100 


Assets Charge 


aon ended as: ended as: ended as: earned: 
Standard & Poor’s 500 Stock Average $282.64 $97.77 $85.69 $4.09 
BONDS & PREFERRED STOCK FUNDS 


Bond Fund of Boston $98.89 
Bond Invest. Trust of America 91.24 


Franklin Custodian Funds 
Bond 76.13 
Preferred Stock 81.95 


Group Securities 
General Bond Fund 80.48 
Institutional Bond Fund 94.45 
Railroad Bond Shares 79.49 


Investors Selective Fund 94.19 


Keystone Bond Funds 
BI (high grade) 97.01 
B2 (medium grade} 89.00 
B3 (low price} 98.98 
B4 (discount) 85.73 


Manhattan Bond Fund 83.92 
National Securities 
Bond Series 81.33 
Preferred Stock 87.73 





FIGURES FOR COMPARISON 


FORBES overage of 10 top common stock mutuals $261.62 $ 98.32 $83.55 $3.30 
FORBES overage of 10 top balanced mutuals 185.61 96.39 87.33 3.82 


American Telephone & Telegraph 118.61 99.44 94.60 5.18 
Cities Service 242.27 87.34 77.30 3.63 
Consolidated Edison 153.39 120.38 97.35 5.90 
du Pont 312.39 87.68 88.57 3.38 
General Electric 533.20 98.36 88.32 2.92 
General Motors 300.17 88.06 90.70 4.65 
Radio Corp. of America 305.00 82.65 77.38 3.93 
Socony Mobil 362.39 88.98 83.61 4.15 
Standard Oil (N.J.) 494.38 96.50 81.25 3.41 
U.S. Steel 514.53 112.99 80.47 4.38 


The ‘seven-year bull market’ covers 1/1/50 through 6/30/57; the ‘market collapse” 7/1/57 through 10/25/57; ‘dividends’ 7/1/57 through 
6/30/58. All figures are based on net asset values; no adjustment has been made for loading charges. In all cases, FORBES has assumed reinvest- 
ment of capital gains distributions of net asset value. 





HOW ABOUT THE LOADING CHARGE? 


Figures in FORBES’ Survey do not allow for the bite that the loading charge [i.e., seller's commission) takes out of capital. Why? Simply be 
cause FORBES wanted to measure management skill in handling money, not investment results as such. Moreover, it would make comparisons 
meaningless to write off a charge of 8°/, or more over so short a period as 15 months. 

There is a very simple way to adjust the figures to take loading charges into account. Multiply FORBES’ figure by the amount of the load- 
ing charge shown for each fund; then move the decimal point two places to the left. That tells you how the loading charge would have penal- 
ized an actual investment. Example: suppose FORBES’ figure shows $110 as the fund's score. The loading charge is 8°/,. Multiplying $110 by 8 
gives $880, moving the decimal point two places reduces the figure to $8.80. That is the amount by which the loading charge would have cut 
the fund's score. Actual result after deducting the loading charge would thus be $101.20. 
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INVESTMENTS 


CANADIAN CAPERS 


Looking into charges of 

boiler shop tactics, the SEC 

throws Canadian Javelin for 
a loss. 





Javelin 

.. Its future is 

fantastic in our opinion.” 
—~BROKERAGE NEWSLETTER, 
July, 1956 


“Conclusion: 


Buy Canadian 


common stock now. . 


Last month the frenetic past of Cana- 
dian Javelin, Ltd. caught up with its 
fantastic future. Checking into 
that Montreal boiler shops 
high-pressured thousands of 
American investors into buying some 
) million unregistered Canadian Jave- 
lin shares, the Securities & Exchange 
slapped the Montreal 
firm onto its Canadian re- 
stricted list. In thus blacklisting Ca- 
Javelin, the SEC 
notice on all American brokerage 
firms that dealing in the stock is 
banned. On the over-the-counter 
market, the news Canadian 
Javelin plummeting from 15 to 6's. 

Major Miner. The SEC action capped 
a seven year Cinderella story in 
which President & Chairman John C. 
Doyle's briskly promoted Canadian 


charges 


had 


Commission 
mining 


nadian served 


sent 


Javelin rose from a so-so iron casting 


business to a major miner of iron 
Set up in June, 1951, Canadian 
Javelin took over the casting and 
hollow-ware business of privately 
owned Javelin Foundries and Ma- 
chine works, Ltd., but sold that end 
of the business to other foundries 
when American Entrepeneur Doyle, 
a Chicago-born unearthed 
something far more exciting 

At Wabush Lake in Labrador, Doyle 
discovered iron ore properites embrac- 
ing some 114 billion tons of ore, the 
largest single deposit in the world 
bigger even than the original deposits 
in the world-famed Mesabi 


ore. 


engineer, 


Pegged as a logical successor to the 
fast-depleting Mesabi deposits, Cana- 
dian Javelin stirred up considerablk 
interest among potential ore custom- 
ers in the U.S., Britain and West Ger- 
many Investors’ ears perked up no- 
that 


Canadian Javelin’s ore was not only 


ticeably when reports indicated 
plentiful but easy to get at 

An open pit operation, the deposits 
iron) were said to be 


extremely friable (i.e., 


(averaging 38°, 
given to eas\ 
and__ thus 


crumbling economically 


mined). Compared to ten cubic yards 
of overburden that had to be cleared 
for every ton of crude ore produced 
in the Mesabi, Canadian Javelin’s 
diggings required the removal of only 
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one cubic yard tor every 27 
ore produced. What more, the 
company’s properties were conven- 
iently located a bare 40 miles from a 
railroad with easy access to the deep 
water port of Seven Islands. 

Boiler Shop Bait. That was all U.S 
investors needed to know. Goaded 
on by Montreal boiler shops. says the 
SEC, some 11,500 American investors 
lapped up some $60 million in Cana- 
dian Javelin securities at $12 to $30 
a share. Some of them did not do at 
all badly—if they got out in 
time. In 1956, Canadian Javelin 
ranged from a low bid of 6*s to a high 
oj 2642, and from 1414 to a 30 bid high 
What irked the SEC was 
that the 5 million-odd Javelin shares 


tons ol 
was 


good 


last year. 


SKIATRON’S MARION DAVIES: 


“she has a magic touch’ 


that were sold in the U.S 
been registered with the commission 
And in failing to file a registration 
certificate, SEC maintained 
Javelin had not 


had nevel 


Canadian 
that de- 


would 


made clea 
velopment of its properties 

require huge capital investment 
that his company 
privy to any boile: 
operations, Doyle 
SEC officials last 
attempt to get Canadian 

the Commission's blacklist 
the complaints that SEC had received 


trom 


Replying nad 


never been 


shop 
Javelin’s huddled 
month in an 
Javelin of 


Son O1 


with 


outside parties were plainl 
ridiculous (one held that Chairmar 
Doyle had skipped to South America 
another that he had sold all his Jave- 
Some 
be so easy to explain away. but ther: 


lin shares) others might not 


was a chance that by consenting to 
Ca- 
nadian Javelin might be reinstated in 
Then Cana- 
could get on with the 
fantastic future 


register its controversial shares, 
the SEC’s good graces. 
dian Javelin 
business of its 


MANAGEMENT 


FIRST LADY OF 
Pay tv 


What sort of allure could 

Skiatron Electronics have? 

Maybe as much as anything. 

it’s the toll TV firm’s newest 

board member — Marion 
Davies. 





“THINGS looked so good, 
claimed Skiatron Electronics & Tele 
vision Corp.* President Arthu: 
in his usual exuberant mood one day 
last month. 
Obviously 

Levey 


you-see 


nevel pro- 


Levey 
“as they do right now.’ 
what Toll TV 
mind was his pay-as 
Subscriber Vision system 
which he thoroughly expects the tele 


Tv oon 
had in 


viewing public to clasp to its bosom 
if the FCC ever give. the 
a full-fledged test 
thing that looked 
company that 
was its board of directors 


go-ahead fo 
But ceriainly one 
good around the 
earned lc a share last 
yeal which 
last month welcomed a new membet 
onetime Movie Star Marion Davies 

Said President Levey ‘A 


ciever, astute businesswomat Sh 


very 


has a magic touch She's also a 
very Though Directo 
Davies, who admits to being “fiftyish,’ 


nice person.’ 


strange! to corporat board 
rooms, she is no neophyte to business 
The 
great and 
Randolph Hearst 


estate 


longtime 
William 
real 
(Manhattan's 22 
story Davies Building, 17-story Doura 
Building: Palm Springs, Calif.’s Desert 
Inn) and open-handed philanthropist 

The Lady Is Willing. A 
knows het 


sometime actress and 


good friend of 
is a successful 


operatol 


woman W ho 
Wall Street 


Investor Davies also packs an 


way around 
as Vv ell 
im lude : 

(Chief 


325.000 


which 
Skiatron 
holds 


with 


impressive 
30,000 shares of 
Stockholde 
That, along 

calls “a wonderful sei 
that pay TV is 


suggested to Le Ve 


portfolio, 


Levey 
shares) what one 
associate 
feel” 
corne! 
could be 
With many 
her directorial 
Davie 
Obviously 


just 


9 Or d tor ear h othe 


anothe t 


cho cl 

snapped 
good bu 
As a Skiatron boa 

tor Davies ( 

$15 million) 

Skiatror 
Explained 


cause shes a 


stipe nd ol 
President Le 
‘We run 


economi ally 


apologetically 


very 


Skiatror l ronic & Tel 
Traded An Stock Exchar 
price range (1958) hig 
35 1957) none 

per shi 
Ticke 





Lockheed Management answers your questions about: 


Lockheed’s Diversification 


1. How many types of aircraft and missiles is 
Lockheed manufacturing or developing? What 
other activities is Lockheed engaged in? 

Lockheed, long noted for its wide diversi- 
fication, now has more projects in production 
or development stages than at any time in its 
history —thus increasing our resiliency and 
ability to adjust to changing conditions in the 
years ahead. 

Lockheed Aircraft Corporation is composed 
of a team of autonomous operating divisions— 
each one specializing in certain fields and inde- 
pendently active in a multitude of endeavors 
that make up today’s air/space industry. 
Lockheed’s versatility in management and 
technical skills is, we believe, unrivaled in the 
field of flight. 

Here is a partial list (restricted for security 
reasons) of Lockheed projects which are now 
in production or development stages: 


MANNED AIRPLANES 


1. Transports: 


a 
= 


Passenger piston Super Constellation 
Cargo piston Super Constellation 
Passenger prop-jet Electra 
Airfreighter prop-jet Hercules 
Utility jet JetStar 

Prop-jet in-flight refueling tanker 
Prop-jet troop, missile carrier 
Prop-jet photo-mapping, air rescue 
Prop-jet drone launcher director 
Chemically-powered logistics 
Jet/prop-jet special air missions 


Supersonic jet transport study 


2. Fighters: 


i 


F-104A-C air superiority jet Starfighter 
F-104B-D two-seat jet Starfighter 

Jet all-weather interceptor 

Jet unmanned 

Jet fighter-bomber 

Close support attack 

3. Trainers: T-33A jet 

T2V-1 jet SeaStar 

Jet and prop-jet navigational 

Jet and prop-jet electronic counter measure 


P2V-7 piston-jet anti-submarine Neptune 
WV-2 & WV-2E piston flying radar stations 


P3V-1 prop-jet anti-submarine Electra 
Prop-jet flying radar station 


5. Research 
Planes: 


U-2 high altitude 
P2V equipped for International Geophysical Year 


6. Nuclear 


Nuclear-powered strategic bomber design 
Plane: 


Nuclear-powered logistics, patrol designs 


MISSILE PROGRAMS 


Navy Polaris missile system 

Earth satellite 

Army Kingfisher target service 
XQ-5 Air Force test drone 

X-7A Air Force ram-jet test vehicle 
Navy flight test rocket vehicle 


Anti-Intercontinental Ballistic Missile 
(study program) 


ELECTRONIC DEVICES 
Telemetering equipment 
In-flight recording devices 
Training aids and simulators 
Solid-state electronic devices 
Data-link systems 
Radar and beacon systems 
Data reduction equipment 


Antenna development 


NUCLEAR PROGRAMS 

Testing of nuclear devices 

Industrial reactor design 

Nuclear propulsion for missiles 
Radiation effects on aircraft systems, 
equipment, and materials 
-Radiation shielding 

Radioisotopes for industry 


RESEARCH PROGRAMS 


1. Man in space 
Space communication laboratory 
lon propulsion 
Gas dynamics under magnetic influence 
Computing machine memories 
Very high-speed aerodynamics 
Human engineering 
and crew fatigue studies 
Noise suppression 
Materials and processes 
Boundary layer control 
Jet thrust reversal 


Electromagnetic wave propagation 
and radiation 


VTOL and STOL designs 
Operations research and analysis 


Chemically-powered supersonic 
bomber design 


AIRCRAFT MODERNIZATION AND SERVICE 


1. Maintenance, overhaul 
and servicing 


Repair 
Modification 


Electronics maintenance 
and overhaul 


Missile field service support 


AIRPORT SERVICES 


sll . Maintenance base operation 


—= 1. Operation 
= — 7 2. Aviation fuel distributorship 
3 


Forses, Aucust 15, 1958 





MANAGEMENT SERVICES 


1. Airport management consultation 


2. Aircraft production licensing and 


technical assistance 


. Aircraft/missile flight and 
ground crew training 


. Computer time 


. Nuclear operations management 


MANUFACTURING SUBCONTRACTING 


1. Tool design and manufacturing 


, —: 
SPARE PARTS DISTRIBUTION 


13,000 parts for commercial 
planes alone — in five U. S. depots 


: 2. Fabrication 
A az 3. Assembly 
I ™ 
—_ 
i 


. Passenger/cargo loading bridges 
. Aircraft/missile maintenance 
and ground handling equipment 


. Aircraft/missile test and checkout 
equipment 


. Mechanized cargo loading systems 


5. Aircraft/missile flight and 
maintenance training aids 


. Aerial delivery systems 


2.1s Leckheed’s diversification paying off in in- 
creased sales and profits? 


Yes. And it will continue to. Our drive for 
diversification in the past decade has brought 
significant sales in many new fields. Let’s look, 
for example, at several areas in which we have 
expanded vigorously : 


Missiles and satellites —first contract 1946... 
total sales through mid-1958 : $289 million 
...expected 1958 sales: over $200 million. 
Nuclear energy—first contract 1951...sales 
through mid-1958: over $10 million. 
Government research and development—from 
less than $6 million in 1947 to $26 million 
in 1957. Total postwar research sales : $157 
million. 


Airborne early warning—first radar picket 
plane flew in 1949...sales through mid- 
1958 : $385 million. 


Military modernization and service— 1947 sales: 
$3 million...sales in 1957: $102 million. 
Trainers —first trainer flew in 1948...sales 
through mid-1958: $506 million. 

Out of the many advanced projects we are 
now developing will come exciting new contri- 
butions to human knowledge—and sales from 
sources undreamed of a few short years ago: 
commercial applications of missile and space 
travel technologies...radically new supersonic 
jet transports... harnessing of nuclear energy 
for industrial use...electronics applications... 
or from the whisper of an idea as yet unborn. 


LOCKHEED DIVERSIFICATION: A COMPARISON OF 1947 VS. 1957 


MILLIONS 


"47 
AIR FORCE—AIRPLANES, SPARES AND RELATED WORK 


NAVY —AIRPLANES, SPARES AND RELATED WORK 


COMMERCIAL— AIRPLANES, SPARES AND SERVICES 


MISSILES AND SATELLITES 


MILITARY MODIFICATION AND SERVICES 


GOVERNMENT RESEARCH AND DEVELOPMENT 






































TOTAL SALES, 1947: $135 MILLION TOTAL SALES, 1957: $868 MILLION 


LOCKHEED means leadership 
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Simplicity makes 
its bow on the 
“Big Board” 


ur business is designing and making patterns 

for the many millions of women and teen- 
agers who sew at home. Our Company started in 
1927...and in our 30 year history we have had a 
steady growth to a position of undisputed national 
and world-wide leadership in our field. There is a 
greater demand by far for Simplicity Patterns than 
for any other patterns fn the world. 


More than half the women in America sew cre- 
atively—that is, they make some of their own or 
their children’s garments. Most of the women who 
sew use Simplicity Patterns. We owe our place 
on the “Big Board” to these millions of women. 
Their loyalty to Simplicity Printed Patterns has 
put us in the company of America’s greatest 
corporations on the New York Stock Exchange. 





SIMPLICITY PATTERN CO. INC. 


200 Madison Ave., New York 16 « Toronto « London « Kéln « Auckland « Sydney « Johannesburg 
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DISTILLERS 


BATTLE ROYAL 


Until recently, it looked as though Schenley’s Lewis Rosen- 
stiel had trapped himself in a tremendous hole. Now it may 
prove to be the foundation for some tremendous doings. 


“Ir oNLY the liquor industry would 
decide what it wants!” once com- 
plained the late Senator Robert A. 
Taft. “I have never seen a house so 
divided.” Early this month the Sen- 
ator’s remark—made during World 
War II—was still as timely as the 
week’s headlines. For once again the 
nation’s distillers were hard at it, 
battling each other tooth and _ nail 
at the bar of Congressional opinion 

Battle in Bond. Spearheading the 
warring armies were the industry’s 
two staunchest arch-rivals, Distillers 
Corp.-Seagrams, Ltd.,* and Schenley 
Industries, Inc.,+ respectively the No. 
One and No. Three** producers. At 
stake was passage of the Forand Bill, 
which would extend from eight to 20 
years the time whiskey can remain in 
bond and thus avoid payment of the 
$10.50-a-gallon Federal excise tax 
Crux of the fight: whether or not the 
bill would apply to existing stocks 
The betting among Capitol Hill ob- 
servers was that the bill would pass 
in its original form—covering past as 
well as future production—and that 
it would be signed by the President 

If so, Schenley’s 67-year-old Board 
Chairman-President Lewis S. Rosen- 


Distillers 


Corp.-Seagrams, Ltd. Traded 
NYSE 


Current price: 31%,. Price range 
(1958): high, 317,; low, 253g. Dividend (1957) 
$1.70. Indicated 1958 payout: $1.70. Earnings 
per share (1957): $2.90. Total assets: $498.9 
million. Ticker symbol: DCS 

Schenley Industries, Inc. Traded 
Current price: 30!,. Price range (1958) 
30'2; low, 18!,. Dividend (1957) 2 
stock. Indicated 1958 payout: $1 plus 5 
stock. Earnings per share (1957) 


$2.45. Total 
assets: $405.9 million. Ticker symbol: SH 


NYSE 
high 
$1 plus 2',° 


National! Distillers & Chemical Corp., of- 
ficially No. Two in industry sales, now makes 
more than 40 of its operating profits on its 
chemical activities 


SEAGRAMS’ BRONFMAN: 


stiel, who has long battled in the 
courts and lobbied up & down the land 
for just such an extension in bond- 
ing time, will have scored a resound- 
ing personal victory. But it 
also be a coup of 


would 
competitive tre- 
mendous proportions for his company 
For Schenley, which overproduced 
heavily during the Korean War (fear- 
ing the U.S. would clamp down on 
production), has far & away the larg- 
est stocks of whiskey coming of ave 
this year and in 1959 and 1960 (see 
chart). 

Head Start. How 
tory is, no outsider knows for sure 
But bitter Schenley rival Daniel Street 
executive vice president of 
Forman Distillers, estimates that it 
represents about 50°, of all whiskey 
stocks in bond. Thus, passage of the 
Forand Bill would put Rosenstiel in a 
position to 
growing 


huge this inven- 
S 


Brown- 


cash in greatly on the 
demand for aged bourbon 

It would also relieve Schenley of 
the necessity for making a decision of 
tremendous and awesome proportions 
whether to pay possibly more than a 
quarter-billion dollars, or well more 
than 20 times its 1957 net income, in 
excise the eight-year-old 
whiskey normally would be 
forced bond in 1959 alone 
Under the old law, Rosenstiel would 
have four othe: 


taxes on 

that 
out ol 
choices: 1) to dump 
the whiskey, or some good part of it, 
on the market at marked- 
down prices; 2) to dump it in the 
ocean; 3) to redistill it as grain neu- 
tral spirits, at a loss of around 65¢,. 
or 4) to export it, at a 
than 50°, 

Even though he 


heavily 
loss of more 


has most to gain 


SCHENLEY’S ROSENSTIEL: 


it took a new bill to cut another 
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Huge stocks of whiskey, now in bond, would nor 
mally become taxable ot $10.50 a gallon over the 
next three years — a whopping $2 billion tox bill 
U. S. distillers would avoid with passage of the For 
and Bill, which extends the bonding period from 


eight to 20 years 


S No. of Gallons (in millions 





Force-out due 1958  Force-out due 1959 


Just how much whiskey 
eudy to come out of bond i 
eciet. Bul st tics newly nac 
tate of Kentucky, where 40 
t 2 stake No 


piled, poin how big 


ey > the . yiant 


~ Wo. of Gallons (in millions 


iP. 


~~ 


& 


Force-out due 1958 Force-out due 19597 


Source Liberty National Bank & Trust Co. Lowtsville Ky 
E¢ Gibbs Frecutwes Newsierte 


Force-out due 1960 


Bill 
would not be 
Most 
heavy investments in bonded whiskey, 
but 


Schenley s 
the 
distillers 


from the Forand 


Rosenstiel only 
beneficiary have 


presently unmarketable, prob 
ably salable at premium prices some 
time in the future. As Ed Gibbs, whos« 
Executives’ Newsletter 
distilling field is 
the industry, remarked 


covering the 
regarded in 
“The bill is 


beneficial 


highly 
have lasting and 

the 
Failing 


bound to 


effects on economy of this in 
the 
distillers as a 
the 


paying a $2-billion tax bill in just the 


dustry legislation, the 


nation’s whole were 


faced with stunning prospect of 
next three years 
Just Plain Luck? 


Rosenstiel 


had Lewi 


into 


How 


gotten himself such 


a tremendous hole where only a great 
stroke of luck such as the Forand 
bill's passage could possibl et hin 
According to Seagran 
al wi 
committee hea 
Wa ove 


“deliberatel 


out? publicits 


issued as psvchologi« 
ing Senat 
its Korean 
Schenle' 


its olde) 


nad 
vhiskeys n o1 


advantage of the retroact 


sion of the bonding period 


to get cor! 


go through 


advantage ove! practically all 
of the 
But this is hardly a satisfactory an 


industry 


odds 


Congr Ss 


For, until last month, the 


heavily 


swel 
had 


passing any 


been against 


bill extending the bond 
ing time on whiskey already in bond 
Thus Schenlev’'s 


position Was more 





accurately the result of a tremendous 
gamble, and one which, until recently, 
had all the earmarks of a bad one. 

VO Vendetta. It could well have 
been a fatal miscalculation. For 
Schenley’s poor cash position is hard- 
ly the sort to enable it to sustain the 
blow of the huge tax payments due 
under the old law. At latest reports, 
Schenley’s cash on hand represented 
only 27% of its current liabilities.* 

Actually, many rival distillers be- 
lieve, by his big gamble Rosenstiel 
had hoped to get a jump on Seagrams’ 
Samuel Bronfman, also 67, with whom 
he has long carried on a bitter per- 
sonal feud. The rivalry dates back to 
the first days of Repeal, when Rosen- 
stiel founded Schenley, only to dis- 
cover Bronfman vying with him for 
the rich, newly reopened U.S. hard- 
liquor market. The feud has flared 
up sporadically ever since—a see-saw 
battle until the early 1950s, when Ro- 
senstiel foresaw the increasing popu- 
larity of straight whiskies, started mak- 
ing and marketing a number of brands. 

Bronfman, meanwhile, was a 
staunch believer in blends, reportedly 
stubbornly refused to heed the grow- 
ing popular demand for straights. A 
later compromise attempt to market a 
blend of straights having failed, final- 
ly last year Bronfman capitulated, 
introduced two new straight whiskies. 

But by then it was too late: the 
market for straights was already 
mature. Coupled with Seagrams’ ill- 
fated venture into oil exploration 
(Forses, Dec. 15), the net result is 
expected to be a decline of at least 
$15 million in sales (Seagrams’ 1957 
volume: $746.7 million). Earnings will 
likely fall too, perhaps dropping a few 
cents below 1957’s $2.90 a share 

Great Expectations. Schenley’s time- 
ly entry into straights, on the other 
hand, is largely credited with re- 
versing its downward progress, 
marked by an 1.8% decline in 1956 
sales. Last year Schenley sales re- 
bounded by more than 16° to $470 
million, and for the first nine months 
of fiscal 1958 earnings were up 15%. 
Thus Wall Street estimates now put 
Schenley’s 1958 earnings at around 
$2.75 a share vs. $2.45 last year. 

If the Forand Bill becomes law, there 
can be little question but that Schen- 
ley’s Rosenstiel will cash in big on 
his long-odds gamble, probably report 
even happier news to stockholders in 
1959. Like his competitors, he would 
be able to cut gradually the large 
amounts of capital he has tied up in 
inventories without taking staggering 
losses. And far more than Seagrams, 
Schenley will be in a position to im- 


*But the company improved its cash posi- 
tion considerably late last month by selling 
its Blatz Brewing subsidiary to Pabst Brew- 
ing Co. for $11 million in immediate cash plus 
debentures and stock 


26 


WHISKEY AGING IN THE WOOD: 
huge stocks, huger taxes 


prove its operating profit margin, 
which rose from 9.1% in 1954 to 15.1% 
last year while Seagrams’ was drop- 
ping from 28.9% to 22.2%. 

Reversed Odds. In an_ industry 
where total sales are faltering (re- 
tail liquor sales are expected to drop 
slightly this year compared with 1957), 
this would be no mean advantage. For 
his huge stocks of aged whiskies would 
enable Rosenstiel to cash in on the 
trend to aged straights in a big way. 

Having won his biggest battle, last 
week Lewis Rosenstiel rested, all ver- 
bal ammunition spent. At least pend- 
ing the President’s signature on the 
Forand Bill, said a spokesman, he had 
nothing more to say. 


Sales (Millions of Dollars) 


PRODUCT 
CUSHION 


Apart from widely varying defense 
contracts, General Steel Castings’ vul- 
nerable rail equipment business is 
still its daily bread and butter. But in 
the last few years, rapid expansion 
into industrial casting work has 
brought some new measure of sta- 
bility to the company’s business. 




















RAIL EQUIPMENT 





UNACCUSTOMED 
GLORY 


As a traditional rail equipper, 

General Steel Castings might 

be in trouble again. But 
strangely it is not. 


As president of General Steel Cast- 
ings Corp.,* Charles P. Whitehead 
normally could be expected to be a 
picture of gloom these days. By trade, 
General is a supplier to the railroad 
industry, and that is no business to 
be cheerful about at this time. With 
the railroads up to their fireboxes in 
trouble, rail equipment orders are 
barely trickling in to suppliers. Yet 
far from being downcast, Whitehead 
is amazingly buoyant. 

Happy News. He has good reason 
to be. Historically, any slight dip in 
the economy has brought red ink 
cascading across General’s books. Not 
so today. When Whitehead announced 
six-month earnings last month, it was 
guite a different story. With 
off 14.1%, per share earnings 
dipped only 15.4% to $1.65. 

By comparison with the past, it was 
a stable and prosperous showing in- 
deed. It meant, for one thing, that 
General had already earned its con- 
servative $1.60 annual dividend, and 
then some. Few other rail equippers 
could boast the same. Moreover, 
Whitehead looks forward to a good 
second half. 

Viewed in its historical role, that 
is happy news indeed for GSE stock- 
holders. From its formation in the 
1920s, General has flitted in and out 
of the red. By 1940, it had piled up 
losses totaling more than $14.6 mil- 
lion, run some $20 million into debt, 
and was $6 million in arrears on its 
preferred dividends. But for war 
work, it might not have survived at 
all. Instead, by 1949 it had paid off 
all its debt. 

A Changing World. All that gave 
General a new chance, but it could 
not give it any sort of assured future. 
For the rail equipper’s world was 
changing. The triumph of the diesel 
locomotive spelled the end of Gen- 
eral’s steam locomotive castings busi- 
ness. As the classic case of Baldwin 
Locomotive showed, all the steam lo- 
comotive know-how in the world was 


sales 
had 


useless in an age of diesels. 
To its 
changed, 


the 
changed with it. 


vast credit, as world 


General 


*General Steel Castings 
NYSE. Current price 2634 
(1958); high 2634; low, 1712. Dividend (1957) 
$1.40. Indicated 1958 payout: $1.60. Earnings 
per share (1957): $4.15. Total assets: $44.6 
million. Ticker symbol: GSE 
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After the war it concentrated on pro- 
ducing diesel underframes, developed 
specialty castings for freight cars, and 
applied its know-how to general in- 
dustrial jobs. As its management 
shrewdly realized, General did not 
have a product to sell so much as 
engineering, and it made the most of 
that talent. So adept did it prove to 
be that by 1952 General had cleared 
away the arrears on its preferred, by 
1955 had retired it completely. 

Branch Line. But the biggest change 
has, been Whitehead’s determined ef- 
fort to point General in an entirely 
--new direction: industrial work. GSE 
had been turning out industrial cast- 
ings on a modest scale since the Thir- 
ties, but not until after the war did it 
win itself a reputation as an industrial 
as well as rail equipment supplier. As 
a result, General has become a major 
supplier of castings for steam tur- 
bines and hydroelectric power plants 
to such customers as General Electric, 
Westinghouse and Allis Chalmers. 

What had at first seemed a detour 
onto a branch line is rapidly shaping 
up as pounding progress along a new 
main track. Thus last year these 
industrial products accounted for 
more than 44% of General’s total 
sales, compared with less than 4% ten 
years ago. This year Whitehead ex- 
pects the share to widen to some- 
thing like 60%. 

Looming Shapes. Thus, recession or 
no, Whitehead expects a surprisingly 
good year for General. Rail equip- 
ment orders will be down sharply, but 
this now matters less than it did. De- 
fense business should hold fairly 
steady—a new $7-million tank turret 
controct from Chrysler just about as- 
sures that. Meanwhile, industrial sales 
of utility gear are likely to break last 
year’s record. Observes Whitehead: 
“We specialize in large castings, and 
they have been least affected by the 
recession.” 


LAYING A CANADIAN PIPELINE: 
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Daily Throughput 
(Thousands of Barrels) 


| NORTHERN 
ARTERY? 


If things go as planned, the pro- 
posed Edmondton-Montreal pipe- 
line will be the world’s longest, 
by 1970 should be carrying more 
than 400,000 barrels of oil a day 
from Canado’s oil-rich Western 
plains and Eastern markets. Ris- 
ing line below shows estimated 
throughput in future years. 


1960 1961 1962 1965 1967 1970 


OIL 


PIPELINE TO 
PROFIT? 


Once more a giant cross-Can- 

ada oil pipeline is being pro- 

posed, this time with more 
force than ever. 


In Western Canada last month, oil- 
men were faced with a _ perplexing 
embarrassment of riches. Funda- 
mentally, it was a problem in logis- 
tics. Underfoot were an estimated 3.5 
billion barrels of crude oil reserves 
Far to tic East, 2,500 miles away, a 
big market was ready and waiting in 
the eastern provinces. Yet there was 
no getting together. At Montreal, 
tankers could lay down cheap Vene- 


underfoot, riches with no place to go 


zuelan and Middle East crude at 
prices well below what Canada’s own 
oil-rich but transportation-shy pro- 
ducers could afford. Result: this 
summer Canadian oilmen are running 
only 154 drilling rigs, a big drop from 
the 211 in operation last year 

Big Artery. Independent oilmen last 
month hoped that they had found a 
solution. Led by Robert A. Brown 
Jr., president of aggressive Home Oil 
Co., they put before Canada’s Borden 
Commission an ambitious plan which 
called for building the longest pipe- 
line ever constructed, a $395-million, 
2,019-mile artery capable of carrying 
259,000 barrels of oil 
Toronto and Montreal. 

The idea itself was no novelty, but 
the way it was being pushed was 
Time and again, Canada’s oil industry 
has been split over whether such a 
pipeline should be built, and nothing 
much had ever come of the talk. This 
time, the independents had an unusu- 
ally detailed plan, and were in an ad- 
vanced state of preparation to put it 
through. They had already formed a 
group called the Independent Pipeline 
Co., composed of twelve independent 
producers, to the pipeline 
They also had a well-constructed plan 
for paying for it, the funds to come 
from producers, refiners and the gen- 
eral public. Declared Brown: “We 
build it tariffs, govern- 
ment pipelines, or penalties to eastern 


a day east to 


operate 


can without 
customers or western producers.” 

What's more, Brown had some very 
persuasive figures to prove that the 
pipeline would be economical result in 
making Canadian competitive 
in price against imports. They showed 
oil could be brought to Montreal fo: 
sale at $3.145 per barrel vs. $3.28 per 
barrel for Middle East and Venezuelan 
crude laid down at Montreal 

Despite Brown’s intriguing figures, 
however, the Independent 
be built. Vigorously op- 
posed is no less a foe than J. R. White, 
president of Imperial Oil 
biggest oil company As and 
fellow Montreal the 
pipeline is not the answer to Canada’s 
oil problem the 
first steps should be to expand mar- 
kets for oil through the refiners of 
Ontario, dicker with the U.S 
to export more crude south 

Crossed Fingers. Just the 
Canada’s independents appeared last 
stride 


crude 


pipeline 
may neve! 

Canada’s 
White 
refiners see it, 


Instead, they say 


then 
same 


to have taken a visibl 
their campaign for the 


What the 


rec ommend 


month 
forward in 
30orden Commis- 
when it 
to the Dominion government late next 


But at 


pipeline 
sion will reports 


month is still an unknow: 
least it 


argument 


was faced with trong 
Until the commission de 

cided, the western oil producers were 
keeping their 


fingers tight ! ed 





WALL STREET 


SPLIT POSTSCRIPT 


If the market has no split 
personality these days, you 
can blame it on the recession. 





called Wall 


items are as attractive to 


IN THE supermarket 
Street, few 
bargain shoppers as a stock about to 
be split. Reason: in addition to 
promising a broader base of owner- 
ship, thus leading to greater market 
activity, it is usually accompanied by 
an increase in the cash dividend. But 
last month when Cleveland’s Ad- 
dressograph-Multigraph Corp. pro- 
posed to split its shares 3-for-1 (and 
dutifully provided for an increased 
cash dividend), it marked a curious 
postscript to the U.S.’ waning reces- 
sion 

In the first half of 1958, Standard & 
Poor’s Corp. reported, only 24 pub- 
licly held companies split their stocks 
(vs. 103 in 1957's first six months), 
the lowest number of splits since S&P 
began keeping such records 12 years 
ago. On the New York Stock Ex- 
change, the trend was even more 
pointed. In this year’s first half, only 
four Big Board companies split their 
2-for-1 or better, compared 
with 40 a year earlier (see chart). 

Since few companies will cook up 
a split unless they can season it with 
a dividend boost, the scarcity of splits 
this year is clearly an offshoot of the 
recession, in which dividends, by and 
large, have been cut, not compounded. 
Now, however, with the economy 
turning the corner, Wall Street may 
soon again develop a split personality, 
especially among those companies in 
defensive industries (e.g., 
utilities, food chains) whose 
and earnings have benefited from 
money conditions. Even _ so, 
warned Standard & Poor’s, “an upturn 
in the number of splits is likely to be 
gradual.” 


shares 


tobaccos, 
stocks 


easy 


BEECH’S BEECH: 





FEWER SPLITS 


Fewer Big Board-listed companies are 
splitting their stock this year. To date, 
there have been only four splits, with 
four more pending, vs. 88 in record 
1956. 
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AIRCRAFT 


PRIVATE BOOM 


Hardly buffeted by the busi- 
ness slump, private’ plane 
builder Cessna Aircraft is 
now flying higher than ever. 


Last fortnight in Wichita, Kans., capi- 
tal city of the U.S.’ private plane in- 
dustry, workers at Cessna Aircraft 
Co.” were readying the assembly lines 
for the plane builder’s annual model 
change. Over on East Central Ave., 
meanwhile, executives of rival Beech 
Aircratt Corp.+ were making prepa- 


Cessna Aircraft Co. Traded NYSE 
rent price: 41'4. Price range (1958) 
41'.; low, 233g. Dividend (1957): 
5°, stock. Indicated 1958 payout 
ings per share (1957) 
million 


Cur- 
high, 
$1.40 plus 
$1.60. Earn- 
$5.04. Total assets: $40.6 
Ticker symbol: CEA 


‘Beech Aircraft Corp 
rent price: 27',. Price 
29',; low, 18. Dividend 
cated 1958 payout: $1 50 
(1957) : $4.09. Total assets 


symbol: BCX 


Traded NYSE. Cur- 
range (1958) high, 
(1957): $1.145. Indi- 
Earnings per share 


$43 million. Tickei 


ae en 


CESSNA’S WALLACE: 


at changeover time, promising prospects 


rations to introduce their own gleam- 
ing new entries in the small plane 
market. Observed Cessna President 
Dwane L. Wallace: “This is our cus- 
tomary phase-out period. We oper- 
ate just like the auto boys.” 

Riding High. Unlike Detroit's auto- 
makers, however, Wallace and his 
rivals are still riding a crest of pros- 
perity. The recession, which put De- 
troit into a 32.5°, production slump, 
hit the small plane market with no 
more force than a zephyr. At Beech 
Aircraft, President Olive Ann Beech 
reported earnings off just 1.3°, to 
$2.97 per share in the nine months 
ended June 30. At Lock Haven, Pa.'s 
Piper Aircraft Corp.., President 
William T. Piper, 77, was faced with a 
37°, drop in earnings (to $1.73 pe: 
share), but the decline 
mainly by non-recurring 
not a great dip in sales. 
ings ran just 6°, 
record pace. 

But it was 
Dwane Wallace 


course to profit. 


was caused 
expenses, 
Piper's bill- 
below last year's 
Cessna’s 46-year-old 
who flew the truest 

The U.S. biggest 
builder of private planes, Wallace had 
seen Cessna’s sales rise 31‘, to $66.7 
million in the first nine months, 
boosted 24°, to $4.57 pe 
share. For the full year, he predicts, 
will hit a record $85 million, 
vield a peak $6 per share (previous 
high: $5.75 in 1956). “But for the re- 
cession,” says Wallace, “things might 
have been even better.” 

Corporate Clients. For more than 
three years, builders of private planes 
have been wafted high in a 
peculiarly their own. Partly, thei 
good fortune has stemmed from an 
increased interest in pleasure flight, 
partly from innovations in modern 
farming methods. But impor- 
tant of all has been the sudden rise in 
business aviation. Modern 
which must move executives 
quickly about their far-flung opera- 
tions, have found the private plane a 
valuable cost-cutting tool. Thus more 
than 90 of the nation’s 100 
companies today own their own pri- 
vate craft. Of the 70,000 o1 
civil aircraft, 26,000 are 
planes. 


earnings 


sales 


boom 


most 


corpora- 
tions, 


lai gest 


so active 
business 


If there have been doubis about the 
solidity of the small plane market, re- 
cent events have all but 
them. Last year, pinched by defense 
cutbacks and the shift in military 
spending to electronics and missiles, a 
number of the major airplane build- 
ers decided to launch out this 
market themselves. Grumman Air- 
craft Engineering Corp. is now testing 


removed 


into 


Piper Aircraft Corp. Traded NYSE. Cur- 
rent price: 2014. Price range (1958): high, 22; 
low, 14. Dividend (1957): $1 plus 5% stock 
Indicated 1958 payout: $1. Earnings per share 
(1957): $2.94. Total assets: $11.9 million 
Ticker symbol: PPA. 
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{IRBORNE EXECUTIVE (IN CESSNA’S MODEL 172): 


its turboprop Gulfstream, a ten- to 
19-place executive transport. Lock- 
heed and North American Aviation 
have built small jets to provide even 
swifter transit for the brief case set. 

The Heavy Tab. Advanced craft such 
as these may well cost Cessna sales 
among corporate buyers, but Wallace 
believes the small plane specialists 
will not be challenged too severely 
For as small planes go, the new execu- 
tive jets and turboprops are quite 
expensive. Even Beech, which holds 
forth in the higher priced segment of 
the market, builds nothing more 
costly than $125,000. By contrast, the 
small jets and turboprops will sell 
somewhere between $600,000 and $1 
million each—a heavy tab for any but 
the largest corporations to pick up. 

Cessna’s own tactics are to concen- 
trate on the other end of the market. 
Thus late last year, Wallace dropped 
his program to build the Model 620, 
an 1l-place executive craft priced at 
$370,000 (Cessna’s most expensive 
plane at present: the $60,000, five- 
place Model 310). Instead, next 
month Cessna will unveil its Modei 
150, a two-place, single-engine plane 
for private pilot training and cross- 
Price: about $7,000, o: 
not much higher than the bargain- 
basement Piper Cub series. Explains 
Wallace: “We're simply trying to get 
more people into the air.” 

The Breakdown. Like other aircraft 
firms, the private plane specialists 
must depend to some extent upon de- 
fense contracts. Least committed last 
year was Piper Aircraft, just 3.5% of 
whose volume came from this source. 
Beech, by comparison, was heavily 
committed, with two thirds of its sales 
in military trainers, target drones and 
subcontract work. Avoiding either 
extreme, Cessna has very nearly 
struck a balance, with 46% of its rev- 
enues last year coming from military 
lines, 47% from commercial aircraft 
and 7% from hydraulic pumps and 
cylinders. Its biggest defense item, 


country use. 
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not only a time-saver, but a cost-cutter 


accounting tor about 40°; of military 
volume: the compact T-37 twin-jet 
trainer used by the Air Force. Cur- 
rent contracts should keep this pro- 
gram at full speed for at least anothe1 
year. 

This kind of balance, however, has 
its price. When Wallace decided to 
shoot for a 50-50 sales breakdown, he 
knew he would have to sacrifice the 
wide profit margins that commercial 
planemaking provides. Thus last yea) 
Cessna earned only 12.9c operating 
profit on the sales dollar, compared to 
Piper’s fat 23.2c and Beech’s smallish 
7.7c. Nevertheless, 
joyed certain compensations. 


Cessna has en- 
For one 
thing, its sales have grown far faste1 
than either Piper’s or Beech’s. And 
although its operating profit margin 
narrowed 1957, it had 
in seven of the eight 
performance very 
likely unique in the aircraft industry 


¢ Operating Profit 
per $ of Sales 


somewhat in 
been increased 


previous years a 





UPS & DOWNS 


There is seldom anything routine 

about the small plane builders’ profit 

margins. Sometimes they soar, some- 

times they tailspin. More placid: 

Cessna’s, which has maintained a 

comparatively steady upward course 
‘ 
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SHIPBUILDING 


END PLAY 





There is a big score in the 
cards for Newport News Ship- 
building—if tt can keep on 
salvaging 


mediocre hands 


meantime, 


To William E. Blewett, 63, the word 


“bridge” suggests a part of a ship, not 


a card game. Just the same, the game 
of bid and contract is one that he un- 
derstands very well. For Blewett is 
president of Newport News Ship- 
building & Dry Dock Co.,* and in his 
business, as in any bridge hand, bid- 
ding is half the game 

Squeeze Play. Back in 1955, Blew- 
ett was given a tough hand to play 
Ever since VJ Day, his yards had 
been humming, turning out ships to 
replace the world’s 
merchant fleets. 


war-depleted 
That, however, was 
coming to an end. Looking far enough 
there was plenty of work to 

by law, in the 1960s the sub- 
U.S fleet will have 
to be replaced at a cost of some $2 
billion 


ahead 
be done 
sidized merchant 
3ut in between the pickings 
looked mighty slim 

The times, in short, were confront- 
ing Blewett with a sort of squeeze 
logic dictated a waiting 
Work was hard to get at any 


play, and 
game 
price, and foreign yards, whose labor 


half 


were keeping 


costs ran only one third to one 
as large as Newport's 
the winning bids low indeed 

Close Bidding. Blewett 
would have to keep his skilled work 


force 


Somehow 
and facilities intact if he meant 
to be ready for the shipbuilding boom 
due in the 1960s. But keeping New- 
port News’ ultramodern yards, which 
stretch for 114 miles along Virginia's 
River, busily ready 
Blewett had 
those of his 


James Was no 


easy job to pitch his 
bids below 


That 


as well as shaved bids, and it 


competition 


obviously meant shaved profits 
looked 
like rough Zong ahead 

Sure 
News 


dow n 


1955 
$4.8 
million the 


enough, in Newport 


earnings fell to million 
$7.2 
The next year profits fell once 
to $3.4 million. But then some- 
thing unexpected happened: the Suez 
crisis, and the panicky rush to equip 
tanker fleets with 
Foreign yards 


from previous 
yeal 


agaln, 


the world’s 
haul craft 
got the 


long- 
naturally 
cream of the business, but 
there was still a substantial overflow 
of shipbuilding 


Recalls 


American 
with e\ 


orders to 


yards Blewett ident 


Newport News Shipbuilding & D 
Co. Traded NYSE. Current price: 397, 
range (1958): high, 4434; low, 3614. Div 
(1957) : $2. Indicated 1958 payout: $2.30 
ings per share (1957): $4. Total asset 
million. Ticker symbol: NND 
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NEWPORT NEWS’ BLEWETT: 
from the Navy, a trump card 


satisfaction: “We got our full share.” 

Run of Luck. Then the cards began 
running all Blewett’s way. On top of 
the tanker orders, the Navy gave 
Newport News the nod to build the 
first nuclear-powered aircraft carrier, 
a $200-million piece of business. Thus 
Newport News found itself with back- 
logged orders early this year totaling 
$450 million. “That,” says Blewett, 
“will provide us with a basic work 
load well into 1961.” 

Even this turn of luck, however, 
had its price. The low-margin work 
Newport News had taken on to keep 
busy also took its toll in profits. Thus 
in 1958's first half, net slipped a pre- 
cipitous 33% to $2.1 million, although 
gross billings were off only 4% to $78 
million. There was one big consola- 
tion. This low-margin work, pre- 
dicted Blewett, will be worked off 
“well before the end of 1958.” 

But in a very real sense, the tricky 
hand Blewett had been dealt was far 
from finished. Trying to avoid fur- 
ther strain on its profit margins, 
Newport News had been keeping its 
bids high—too high, as it turned out, 
for the work on offer. Thus last month 
Blewett found himself back in pretty 
much the same sort of situation he 
had faced in 1955. His backlog was 
shrinking, to $380 million at midyear, 
and he had booked no new shipbuild- 
ing orders for nearly a year. Admitted 
he frankly: “We have been outbid on 
the work.” 

Trump Card. Then, just when he 
needed it most, Shipbuilder Blewett 
turned up a powerful trump card, and 
it looked like smooth sailing again. 
The trump: a contract, awarded late 
last month to Newport News, to build 
one of the Navy’s new missile-armed 
submarines, work estimated at close 
to $100 million. Reported Blewett: 
“This one contract adds greatly to our 
backlog.” One thing was sure: New- 
port News is now a lot closer to mak- 
ing port safely in the 1960s than it 
seemed just a few months ago. 


30 


QP AST BPs 4Tke 


APPLIANCES 


THE ENTHUSIAST 


Here is a story with a moral: 

Never count a salesman out 

before he has closed his 
books 





IF THERE is any breed of businessman 
Wall Street professionals are apt to 
take with a grain of salt, it is “the 
salesman type.” Optimism, the Can- 
yon argument goes, is their business, 
and, in the final analysis, you can’t 
take it too seriously. 

Now if there is any U.S. industrial- 
ist who is the very model of “the 
salesman type,” it is perennially ebul- 
lient Fred Maytag II, president of 
Newton, Iowa’s Maytag Co.* When 
Fred Maytag is not bouncing with en- 
thusiasm he is bubbling with opti- 
mism, and mostly he is busily doing 
both. 

Do Tell. Thus last spring when 
Fred Maytag put on record a high-fly- 
ing first quarter—sales down 3%, but 
earnings up 7% —Canyon pros were 
frank to say that they doubted he could 
keep it up. Their skepticism drew 
some support from Fred Maytag him- 
self. In the second quarter, he ad- 
mitted, demand for Maytag’s restyled 
line of products, introduced late last 
year, appeared to be slackening at 
least a bit. 

Sideline quidnuncs nodded know- 
ingly. After all, in the first quarter, 
industry shipments of home laundry 
equipment had slumped 20%, and it is 
rare indeed in the appliance industry 

*Maytag Co. Traded NYSE. Current price: 
3434. Price range (1958) : high, 357%; low, 2314. 
Dividend (1957) : $2.40. Indicated 1958 payout: 


$2.40. Earnings per share (1957): $3.78. Total 
assets: $55.8 million. Ticker symbol: MYG. 
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“SANTA ROSA” LAUNCHING: 
smooth sailing ahead? 





MAYTAG’S MAYTAG: 
salesmanship, plus 


when any one producer can swim 
against the tide for long. 

What they forgot was that Fred 
Maytag had generally managed to do 
just that for some years. And as it 
turned out last month, he is still do- 
ing it. Far from losing ground, in the 
second quarter Maytag had surpassed 
its 1957 performance. Not only had 
first-half sales held steady at $48 
million, but earnings were up 21% to 
$1.93 per share. 

Rx: Salesmanship. Just how it was 
done was not too clear from what 
Fred Maytag had to say. “Our per- 
formance,” he explained blandly, if 
not too tellingly, “cannot be attrib- 
uted to any single factor. Effective 
cost control, sound marketing prac- 
tices, and increasing consumer accep- 
tance .. . all contributed.” Actually, 
however, it probably boiled down 
mainly to Fred Maytag’s old special- 
ty: salesmanship. 

Despised as that commodity has be- 
come, it did wonders for Maytag’s 
second-quarter sales. Last spring, 
Maytag management had manned 
telephones for 72 solid hours, piled up 
$17 million in firm orders. And since 
Fred Maytag is something more than 
just a salesman, tight cost control 
meant that profits rose along with 
sales. 

In the Wash. Their skeptical pigeons 
come home to roost, Wall Street is 
now beginning to take ebullient Fred 
Maytag’s enthusiasm seriously for 
once. 

And with good reason. In the sec- 
ond half of the year, instead of fight- 
ing the current, Maytag will be right 
in the swirl of a rising tide of washing 
machine business. In May and June, 
industry shipments actually topped 
1957 levels. Moreover, more than half 
of the industry’s sales traditionally 
come in just four months, all of them 
in the second half of the year. 

Prophesied Fred Maytag, with his 
customary enthusiasm: “I think we 
have finally turned the corner.” 
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AIRCRAFT 


THUNDERING 
INTO SPACE 


A newcomer to missiles and 

astronautics, Republic Avia- 

tion is pouring out $35 mil- 
lion to get into the race. 


For a good decade, while most of its 
corporate wingmen were hurtling 
headlong into the Buck Rogers era, 
Farmingdale, L.I.’s Republic Aviation 
Corp.* had shown a rather single- 
minded attachment to the fighter 
plane. At times this proclivity has 
proven very profitable for President 
Mundy I. Peale’s stockholders. With 
its ever-improved F-84 series of 
fighters (Thunderjet, Thunderstreak, 
Thunderflash), between 1949 and 1955 
Republic’s income rose steadily from 
just $88,000 to a fat $14.7 million. 

That could hardly be expected to 
last indefinitely and it did not. In 
1956, Republic’s subsonic fighter pro- 
gram began to peter out. At about the 
same time, the Pentagon began its big 
shift to missiles and other exotic 
wares. Naturally enough, Republic’s 
net began to drop, hit a six-year low of 
$6.1 million last year. In 1958's first 
half, as Peale changed over to his su- 
personic F-105 Thunderchief, profits 
dipped another 58% to $1.5 million. 

Catching Up. Last month Republic’s 
Peale disclosed an ambitious plan to 
help his company catch up with the 
industry’s fast-moving technology. At 
a press conferenc~ in the Wings Club 
of Manhattan’s Hotel Biltmore, he an- 
nounced that Republic would spend 
some $35 million over the next four 
years on a research and development 
program in advanced aircraft, missiles 
and space vehicles. Of the total outlay, 
about $14 million will be used to build 
a laboratory and engineering center. 
As Peale made it very clear, he is out 
to carry his Thunder series into space. 
“Our long-range objective, quite 
frankly,” said he, “is to capture a 
position of leadership in the field of 
astronautics.” 

“This intensive program,” explained 
Peale, “is the result of months of study 
by the company’s research staffs with 
12 of the nation’s foremost scientists 
pre-eminent in such fields as atomic 
energy and aerodynamics.” 

One of the more intriguing aspects 
of Peale’s plan was that he means to 
pay for this ambitious program with- 
out recourse either to outside financing 


Republic Aviation Traded NYSE 
Current price: 275,. Price range (1958): high, 
2912; low, 1612. Dividend (1957): $2. Indi- 
cated 1958 payout: $2. Earnings per share 
(1957) $4.15. Total assets $78.0 million 
Ticker symbol: RA 


Corp 
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REPUBLIC’S PEALE: 
next objective: outer space 


or government help. This may not be 
easy. Assuming no change in Re- 
public’s normal capital expenditures, 
the additional $9 million-a-year out- 
lay will mean a great boost in total 
capital spending from roughly $3.5 
million in both 1956 and 1957 to about 
$12.5 million in each of the next four 
years. This sum is actually more than 
one third the size of Republic’s total 
working capital, and half as large as 
the company’s entire gross property 
account. 

Golden Tomorrow? But there is a 
good reason why Mundy Peale can 
afford to think in terms of such strato- 
spheric amounts. For he is counting 
on Republic making a lot of money 
over the next half-decade. Although 
for the next year or so, Republic’s 
earnings are likely to remain low, 
they should improve rapidly after that. 
Republic’s supersonic F-105 fighter- 
bomber, which its publicists immod- 
estly describe as “the world’s most 
powerful one-man airplane,” is cur- 
rently in the build-up phase of pro- 
duction. Output will be in full swing 


next year, and this project should be- 
gin to provide higher profits by 1960. 
“The way things look now,” says 
Peale, “we'll be turning out 105s 
through 1963 or so.” 

Thus at the moment Republic is in 
a good position to increase its spend- 
ing. Its current ratio (current assets 
to current liabilities) stands at 2.3 
to 1, highest in eight years. Working 
capital, at about $35 million, is very 
near a postwar peak. In addition, 
Peale has arranged for $30 million 
bank credit, only a small portion of 
which has been yet taken 
Nevertheless, to carry through his 
big expansion program and support 
rising F-105 output simultaneously, it 
is obvious that Peale will have to re- 
tain a large portion of future earnings 

Payout in Peril. Thus as far as Re- 
public’s 6,100 stockholders are con- 
cerned, the practical effect of Peale’s 
current stargazing is very apt to be a 
lower dividend. Over the past two 
years, Republic has paid out 44% of 
earnings in dividends—or about the 
among the major plane- 
In the first half of this year, 
however, Republic covered its usual 
$1 dividend by just 4c per share 
while second-half earnings may 


down 


average 
makers. 


Thus, 

im- 
prove enough to allow better coverage, 
the payout hardly seems likely to be 
sustained in view of 
mands. 


future cash de- 
Dividends, of course, aren't every- 
thing. And for shareowners genuinely 
interested in the company’s long-range 
future, even a drastically reduced pay- 
out would he a small price to pay for 
the advanced technology and diversi- 
fication the times demand of Republic 
But there is no scouting the fact that 
in playing his heavenly $35 
tune, Mundy 
pay the piper 


million 
Peale will also have to 
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RAILROADS 





THE WAY OUT 


Will K-K-Katy keep its stock- 
holders waiting at the rec-c- 
capitalization door? 


“IN THE long run,” an old Wall Street 
adage runs, “it’s sometimes better to 
go into bankruptcy than to stay sol- 
vent.” For an example one need look 
no farther than the ailing Missouri- 
Kansas-Texas Railroad Co.,* a 3,071- 
mile sprawling across the 
states of its corporate title and Okla- 
homa as well. The Katy managed to 
pay its fixed charges throughout the 
that was about all 
In 1932, it omitted the dividend on its 
667,005 shares of $7 cumulative pre- 


system, 


depression, but 


ferred; thereafter arrears piled up to 
$110.7 million, or $166 a share. 

Recap Plans. By the late Forties, 
when it became clear that the Katy 
could never hope to clear the preferred 
arrearages within the foreseeable fu- 
ture, a recapitalization plan appeared 
to be the only realistic solution to the 
road's ills. The first plan was rejected 
by the ICC; the second with- 
drawn in mid-1955 after Pennroad 
Corp., State Street Investment, and 
Bear, Stearns & Co. acquired more 
than 60° of the The new 
management, headed by Pennroad 
Vice President Robert E. Thornas, now 
Katy’s executive committee chairman, 
came up with a new and improved 
third plan, which the ICC also rejected 
A year ago, a fourth was proposed 

Under this latest plan, for each 
share of preferred and its arrears the 
Katy would exchange a $100 51°, 
debenture, a $100 non-interest-bear- 
ing certificate to be amortized at the 
rate of 10°, of available net 
each year, and one share of common 
According to the ICC, the package 
would be worth about $77 at a time 
when the preferred was selling around 
57, and probably fai over the 
long run if Katy remained prosperous 
If the plan goes through, with the 
preferred eliminated, the way 
be clear for 


Was 


common 


income 


more 


would 
eventual resumption of 
common dividends 

Bad to Worse. But while the ICC 
deliberated this fourth reorganization 
plan, Katy’s operating problems mul- 
tiplied. Drought gripped its territory, 
and operating revenues fell 12°, 
below the 1947-49 period. Worse, be- 
tween 1952 and 1956 Katy’s earnings 
dipped from $7.5 million to $1.9 mil- 
lion 


Missouri - Kansas - Texas Railroad Co 
Traded NYSE. Current price: 8'.. Price range 
(1958): high, 97%; low, 434. Dividend (1957) 
none. Indicated 1958 payout: none. Earnings 
per share (1957): d$6.83. Total assets: $290.8 
million. Ticker symbol: KT 
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KATY’S DERAMUS: 
he left old-timers breathless 


Thoroughly alarmed, 18 months ago 
Katy management called in an out- 
sider to pull its operating chestnuts 
out of the fire. Their choice: William 
N. Deramus III, famed for working a 
miracle in restoring the earning pow- 
er of the once similarly ailing Chicago 
Great Western Railway 

Back in the Black. At first glance, 
the Katy’s $855,539 1957 loss, its first 
1940, suggested De- 
ramus was making any progress. But 
this year his property .nprovement 
and economy measures have begun to 
make themselves felt. To help them 
along, a record wheat crop began 
moving over the Katy’s rails. Mid- 
way through 1958, Katy’s carloadings 
were off only 11°, (vs. 19°, for the 
industry), and six-month profits rose 
from last year’s $371,435 deficit to a 
modest $348,353 profit. 

Finally last month the 
approval to the Katy’s fourth re- 
capitalization plan. But there were 
qualifications aimed for the most part 
to protect the rights of the preferred, 
and it thus remained an open ques- 
tion whether the Katy’s own board 
would care to submit the ICC-revised 
plan to the preferred stockholders for 
their approval. Chances were, 
ever, that it would. Said 


since scarcely 


CC gave its 


how- 
Executive 


GREAT WESTERN’S SLECHTA: 


his were unique advantages 


Committee Chairman Thomas: “Mr. 
Deramus and I expect to recommend 
to the board that the plan be sent to 
the stockholders with amendments 
suggested by the ICC.” Having al- 
ready guessed as much, investors bid 
Katy preferred up 5%4 points to a high 
of 5934 on the news. 


SAVINGS & LOAN 





CONFIDENCE 
CONFIRMED 


Lehman’ Brothers’ shrewd 

bet on tax-free Great Western 

Financial Corp. has proved 

itself a winner in just three 
short years. 


IN ONE fast-growing sector of the U.S 
economy, capital gains-conscious pri- 
vate investors had never got an equity 
foot in the Alluring as thei 
growth was, the nation’s savings and 
loan associations were all mutually 
owned. Three years ago, however, 
Lehman Brothers put its great pres- 
tige behind the first public offering of 
common stock in a savings & 
company. It California’s Great 
Western Financial Corp.,* today the 
seventh largest and still the only pub- 
licly owned savings & 
company in the U.S 
Growth Situation. Great Western 
Financial Corp. was soon unmistak- 
ably one of Lehman’s solid triumphs 
Even in its industry, Great Western 
was specially favored. 


doo ° 


loan 
was 


loan holding 


No other area 
in the country has grown more rapid- 
ly than its California bailiwick, a situ- 
ation that the lack of 
bank competition only accentuated 
Since Great Western became publicly 
owned in mid-1955, its have 
skyrocketed 138.6°, to $313 million, it: 
153°, to : 
lofted 


local savings 


assets 
savings accounts risen 
million, and its earnings 
to $9.47 per share 
Tax Umbrella. 
earnings 


94°, 


On the way to such 
President Adolph Slechta 
unique fiscal advantages 
Until 1951, savings & loan association: 
were 


has some 
from federal income 
taxes; but even after they theoretical- 
ly became liable. Congress 
niently permitted them to build up 
reserves equivalent to 12°, of 


exempt 
conve- 


thei: 
savings accounts (as a_ safeguard 
against bad debts) and to deduct 
earnings transferred to these reserves 


from their taxable income Last 


Great Western Financial Corp. Traded 
American Stock Exchange. Current price: 46 
Price range (1958): high, 49; low, 3754. Divi- 
dend (1957): $1.20 plus 5% stock. Indicated 
1958 payout: $1.20 plus 5% stock. Earnings 
per share (1957): $9.47. Total assets: $313.0 
million. Ticker symbol: GWF 
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year, for instance, Great Western 
earned $6.2 million before taxes, fun- 
neled $5.1 million into reserves, and 
paid a minute $227,836 in federal in- 
come taxes, largely on the operations 
of its escrow company subsidiaries. 

As a result, Great Western’s book 
value, like its earnings, has built up 
rapidly, expanding from $19.57 a share 
in 1955 to $32.91 a share last year, a 
rise of nearly 70%. Theoretically, of 
course, the day will come when the 
12° maximum will be reached, be- 
yond which point all earnings will 
be subject to taxes. But it may not 
be soon. “Our deposits,” explains 
Slechta, “are growing at about the 
same rate as our reserves, with the 
result that the proportion has stayed 
around &% for the past three years.” 

Dividend Dilemma. Even this entic- 
ing situation has its drawbacks. One 
is that earnings channeled into re- 
serves are not available for dividends. 
Until this year, Great Western paid 
its $1.20 annual dividend out of earn- 
ings accumulated before the new tax 
provision went into effect in 1952, 
plumped them out with regular 5% 
stock dividends. By the end of last 
year, however, GWF had nearly ex- 
hausted these reserves. Thu. in order 
to maintain its dividend, it has been 
forced to pay them out of current 
earnings after taxes at 52°). 

In this year’s first half, while Great 
Western’s pretax net rose 6.7%, its 
taxes skyrocketed 451°,. As a re- 
sult, per earnings declined 
nearly 12°,. This slump, however, is 
likely to be only temporary. For given 
a stable dividend, Great Western’s 
taxes will probably remain at a more- 
or-less constant rate—so long as its 
reserves stay below the 12°, limit. 

Capital Gains. Great Western’s fu- 
ture, however, does not iook quite as 
bright as its past. For one thing, Con- 
gress is working on legislation that 
would prohibit savings & loan holding 
companies like Great Western from 
making new acquisitions, a device the 
company has used three times to 
boost its taxfree base since 1955. For 


share 


another, the larger a savings & loan 
outfit becomes, the harder it is to 
maintain its past rate of growth. Says 
Slechta: “We're striving for a con- 
stant rate of dollar growth rather than 
a percentage increase.” Yet 
Lehman Brothers nor Great West- 
4,500 other stockholders have 
any reason to regret their stake in the 
company. Lehman Brothers itself, 
which snapped up 100,000 shares of 
Great Western common in 1955 at $1 
a share, a few months later sold 500,- 
000 to the public at $23.50. Both par- 
ties’ investments have turned tidy 
profits. Late last month, the common 
was selling at a lofty $45 a share. 


neithe 


ern’s 
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AIRLINES 


WASHINGTON 
MERRY-GO-ROUND 


Behind Capital firlines’ 
game of musical chairs are 
two big stockholders who 
rarely make the headlines. 


IN THE airline industry, where a goodly 
portion of top management date. from 
barnstorming days, major executive 
changes always make big news. For 
Washington, D.C.’s Capital Airlines,* 
fifth ranking domestic carrier, such 
news has lately occurred with con- 
siderable regularity. Last December 
Capital lost two key officers.+ Just five 
months later, three directors, all 
members of the airline’s finance 
committee, tendered their resignations 
as well. 

The Pioneer. Last month, however, 
came the most notable departure of 
them all. Dashing James H. (“Slim”) 
Carmichael, Capital’s chairman for the 
past year and its president from 1947 
to 1957, offered his own resignation. 
One of the most respected operating 
men in the business, Carmichael be- 
gan his flying days in the mid-1920s 
as a crop duster and aerial circus pilot 

Capital 
price 16 
low, 103, 
1958 payout 
d$3.16. Total 
symbol: CAR 


Airlines. Traded NYSE 
Price range (1958) high, 18'4; 
Dividend (1957): none. Indicated 
none. Earnings per share (1957) 
assets $87.0 million Ticker 


Current 


‘James W. Austin 
sales, became 
lines. His a 
him 


vice president-traffic & 
president of Northeast Air- 
ssistant, Nelson Fry, accompanied 


Thomas D. Neelands Jr., Wall Street 
financial consultant; Harold B. Smith, presi- 
dent of Chicago's Illinois Tool Works; J. D 
Stetson Coleman, chairman of Macon, Ga 


Coleman, Meadows & Pace drug concern 


An industry pioneer, he introduced 
turboprop transportation into the U.S 
by ordering a fleet of Vickers Vis- 
counts in 1954, putting them in service 
the following year. 

It was this major equipment chang 
that led indirectly to Capital’s strange 
Although the 
Viscount fleet proved highly produc- 
tive, raising total revenues by 85.5‘ 
to $94.4 million in just 
also turned out to be a 


game of musical chairs 


two years, It 
burdensome 
purchase. Interest payments on long- 
term debt ($50.6 million at the end of 
1957) from $215,000 to $3.8 
million over the two-year period. As 
returns 


leaped 
from sale of old equipment 
dwindled, the company’s net profit of 
$4.1 million $2.9 
deficit 

The Investors. Just about a year ago 
wealthy Pittsburgher George R. Hann 
Capital’s chairman and for many years 
the company’s biggest stockholder, ap- 
parently decided that Capital’s most 
pressing problem was not operational 
but financial 


became a million 


Vacating his chairman- 
ship to Carmichael, he brought in Maj 
Gen. David H. Baker, then retiring 
from the Air Force, as president and 
chief officer. Baker, who 
had no experience as an airline execu- 
1953 
of procurement and pro- 
duction for the Air Materiel Com- 
mand, gained a great deal of prestige 


executive 


tive, had, however, served since 


as directo1 


as a financial man 

As the story on Wall Street goes, it 
Baker and the 
longtime Capital executives began to 
lock Able to 
solid backing of Hann and anothe 
large stockholder, Charles H. Murchi- 
son, a Washington attorney and Cap- 
ital’s legal counsel, Bake) 
the clear winnet 


was not long before 


horns count on. the 


emerged as 
For Carmichael, who 


was now operating on the policy level, 


¥ < 


. 
F el 


CAPITAL’S EX-CHAIRMAN CARMICHAEL (L.) & PRESIDENT BAKER: 


later, a locking of horns 





many of Bakev’s decisions proved pills 
too bitter to take. Last month he had 
apparently had enough. 

Power Play. What does all this 
movement mean for Capital Airlines 
itself? So far this year, there has been 
little change in the carrier’s fiscal per- 
formance. But in the realm of person- 
alities, shifts are still underway. 
George Hann has lately disposed of a 
good portion of his Capital stock, in- 
dicating that he may take a less active 
future role in the company’s affairs. 
At the same time, Murchison is fast 
building up his holdings; by last month 
he held 64,000 shares, or about 7% of 
all the outstanding common. Since 
Hann now owns only 46,000 shares 
(5%), Murchison has emerged as the 
largest stockholder. 

So far Murchison has left most of 
the talking to Baker. Nevertheless, he 
has now clearly become the strong 
man behind the Capital scene. Thus 
whatever course Capital Airlines’ for- 
tunes take in the future may well 
depend on little-known 
Charlie 


fast-rising, 
Murchison. 


OIL 


DOWN 
ARGENTINE WAY 


Amid world concern over 
Iraqi oil, Argentina has open- 
ed the door to its own vast re- 
serves—and a foreign invest- 
ment of nearly $1 billion. 


ARGENTINA, which is famous for La 
Prensa, the pampas and Juan Peron, 
has something far more important to 
recommend it to foreign investors 
petroleum. With proven reserves of 
2.3 billion barrels, it ranks (just after 
Mexico and Indonesia) as the world’s 
eleventh richest source of oil. Since 
fully two-thirds of the country is in a 
sedimentary basin, the fields are 
widely scattered, from Salta in the 
north to as far south as Tierra del 
Fuego (see map). Yet few foreigners 
have ever thought of oil and Argen- 
tina in the same breath. 

The trouble is that ever since Peron 
tried to make Argentina self-suffi- 
cient in oil by booting out the British, 
a fierce nationalist sentiment has con- 
spired to keep foreign oil “exploiters” 
out of Argentina, leaving only Yaci- 
mientos Petroliferos Fiscales, the 
government-owned oil monopoly fa- 
miliarly known as YPF, to try to 
profit from Argentina’s petroleum. 
Unhappily, YPF has not had the capi- 
tal to make it pay. 

Producing only 91,800 barrels a day, 
Argentina’s daily flow is only 13°) as 


34 
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PRESIDENT FRONDIZI BROADCASTING OIL AGREEMENTS: 


large as trouble-torn Iraq’s, only a 
fraction of U.S. production. As a re- 
sult, Argentina, which consumes 255,- 
000 barrels a day (making it the 
world’s ninth most oil-hungry na- 
tion), has had to import oil, an annual 
bill that runs to $350 million and is 
approximately equivalent to the 
country’s trade deficit. “If my coun- 
try could produce enough oil to feed 
itself,” says one Manhattan-based Ar- 
gentine oilman, “all our _ troubles 
would be over.” 

Open Door Policy. Last month Pres- 
ident Arturo Frondizi moved at last 
to pack up Argentina’s troubles in an 
old kit bag by wooing capital from 
over there. In a long-awaited an- 
nouncement, he revealed that Argen- 
tina had signed contracts with a con- 
sortium of U.S. and European com- 





OVERLOOKED OIL 


Buenos Aires 


When oil men talk 
oil, they seldom men- 
tion Argentina. Yet 

that Latin American country, 
although it now produces 
only 91,800 barrels a day, 
actually ranks eleventh 
among the world’s caches 
of proven oil reserves. Map 
shows where petroleum has 
been found and how far the oil 
fields are from Buenos Aires. 





Tierra 
Del Fueg 











a long-closed door swings open 
panies* covering an investment of 
some $800 million. 

Oil Allies. In addition, said Fron- 
dizi, he had letters of intent from 
Conorada Petroleum Corp. (Conti- 
nental Oil, Ohio Oil, Amerada), Bel- 
gium’s Petrofina and a combine rep- 
resenting Switzerland’s Durum A.G. 
and Texas Oilman John W. Mecom 
covering many millions more of in- 
vestment, along with a signed con- 
tract with Pan American Interna- 
tional Oil (Standard Oil of Indiana) 
for an investment of another $60 mil- 
lion in portions of Santa Cruz and 
Chubut Provinces. He also had a 
signed contract with Manhattan’s Car] 
M. Loeb, Rhoades & Co. calling for 
the private financing of another $100 
million in Argentine oil. 

Forward-looking as the Argentine 
agreements are, oilmen last month 
were nevertheless shuddering at some 
of the terms. The $60-million deal 
with Standard Oil of Indiana’s Pan 
American International and the $100- 
million pact with Loeb, Rhoades, for 
example, reportedly call for a profit 
split of only 15% to 20% for the in- 
vestors, terms that are far stiffer than 
the 50-50 cut that prevails in Vene- 
zuela and the Middle East. Argen- 
tina’s argument: its oil fields have 
proven reserves just waiting to be 
tapped. Thus the foreign exploiters 
need only provide capital and know- 
how, run little or no risk. 

Auguring well for the Argentine oil 
deals is the fact that the much-feared 
popular uproar over the prospect of 
the entry of foreign “oil imperialists” 
never materialized. In Buenos Aires, 
President Frondizi’s announcement 
was greeted with cheers, not jeers. 
Jubilant, Frondizi expects oil-rich 
Argentina’s troubles to be over by 
1961. 

*The U.S.’ Atlas Corp., Hidden Splendor 
Mining Co., Petro Atlas Inc., William Brothers 


Corp., Mid Continent Exploration, Germany's 
Ferrostal A.G. 
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The FORBES index 





Solid line is computed weekly and monthly, gives equal weight te 


five factors: 


1. How much are we producing? (FRB prod 





index) 


2. How many people are working? (BLS non-agricultural employ- 
ment) 


3. How intensively ore we working? (BLS average weekly hours 


in manufacture) 


4. Are people spending or saving? (FRE department store sales) 
5. How much money is circulating? (FRB bank debits, 141 key 


centers) 


Factors 4 ond 5 are adjusted for value of the dollar (1947-49 


= 100), factors 1, 4 and 5 for seasonal variation. 


Plotted line is @ preliminary weekly figure and may not necessarily 


agree with the revised month! 
based on tentative figures for 
to later revision. 


total. Det indicates an 8-day estimate 
@ components, all of which are subject 


ae ee 





*Final figures for the five components (1947-49 = 
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THE MARKET OUTLOOK 


by GERSON D. LUBLIN 


Investor Dilemma 


THIs year’s steadily rising market has 
intensified the dilemma with which 
investors are faced. It has posed the 
basic question: Does the prolonged 
which started some six 
months ago mark the initial phase of 
a new major bull movement, or is it 
conversely, merely a strong rally in 
a bear market? As week after week 
stocks shake off bad news with in- 
difference and spurt ahead on any 
note of encouragement, the ranks of 
the bears have become thinner. Yet 
there is a substantial group of serious 
students of the market who continue 
to hold that inevitably, and presum- 
ably in the not distant future, stocks 
will decline substantially from the 
levels they have now reached. The 
looking for a great deal 
more than a sizable correction of the 
recent advance; they anticipate a true 


advance 


bears are 
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breakdown in the 
market, one which 
could well carry it 
through the lows of 
late 1957. 
As who be- 
lieves that there is 
signifi- 
cance to the large 
advance which the market had 
this year, it has seemed to me that the 


one 


an inner 


has 


bear position is suspect on a number 
of grounds. I have no 
setting up clay targets which are easy 
to shoot down. But I believe that it is 
possible to examine the main points 
of the bear argument and, in the 
process, reveal some if its weaknesses. 

Keystone of the bear position is the 


intention of 


*Mr. Lublin, H. Hentz & Co. partner in 
charge of research, is a guest columnist for 
Mr. Sidney B. Lurie, who is on vacation 


that 
are abnormally high, are reminiscent 
in fact of levels reached at peak levels 
of previous markets. This may o1 
the the 
possible fair appraisal of stock values 


contention price earnings ratios 


may 


not be case However, only 
is one which measures prices in ratio 
not to immediate earnings but to the 
average earnings over a period of past 
years, and in relationship also to the 
the 


great 


average earnings 


By 


expectancy ol 
this test, a 
quite 


period ahead 
stocks 
Furthermore, 


many reasonably 


priced an approac h 
based on a comparison of price earn- 
the judging 


only from simple and uncorrected fig- 


ings ratios ove! years 


ures, misses a critical point: namely 
the greatly improved quality of earn- 
ings, reflecting the notably low break- 
and 
high cash flow which is attributable 


to unprecedentedly heavy 


even points of many industries, 


deprecia- 
tion charges 

Another major point often made to 
support the bear argument is that our 
faced with an 
potential glut of goods by 


economy is actual o1 


reason of 








Missile Contracts—Who s Getting Them? 


The Shadow of Excess Profits Taxation 


rJCur Value Line Survey has prepared a comprehensive analysis of all the 

| missile projects announced for the defense program. It lists the 45 major 
contractors involved in missile research, development and production of the 61 
missiles so far announced. 

Missile production now accounts for 2807 of combined missile-aircraft expen- 
ditures. The Value Line analysis dis usses the per-share earnings prospects of 
each of the leading aircraft manufacturers in the light of the latest foreign crisis 
which virtually assures a high and stable level of weapons procurement. 

This new Value Line analysis of the missile and aircraft industry is “must” 
reading for every investor. It includes Ratings of the Intrinsic Value of each air- 
craft stock on the basis of its estimated earnings and dividends of the next 12 
months, and it ranks each stock according to (1) Probable Market Performance 
in the next 12 months and (2) Appreciation Potentiality in the next 3 to 5 years. 

In addition, this timely study indicates the level of earnings 
to which each company would find itself limited if an excess 
profits tax were to be reimposed on the Korean and World War 
Il model. 

Interested investors are invited to receive a copy of the current 80-page edition 
of the Value Line Survey, containing the special analysis of the missile and air- 
craft industry, at no extra charge under the Introductory Offer below. It will 
enable you to select the missile stocks that, on the basis of all the evidence to 
date, have the best price position in relation to their prospective earnings and 
dividends. You will also be able to check those stocks which have already over- 
discounted the earnings improvement likely to be brought about by accelerated 
defense spending. 


A SPECIAL $5 INTRODUCTORY OFFER* 


Bringing You Special Missile Report and 
80-page Edition Featuring Aviation & Auto Stocks 


Under this special offer you will receive as a bonus this 20-page edition of the 
Value Line Survey with its comprehensive analysis of the missile and aircraft 
industry to enable you to take informed action. Included in this important edi- 
tion are latest reports on the air transport, auto and auto parts industries and 
full-page Ratings & Reports on each of 62 leading stocks including: 


Curtiss-Wright 
Douglas Aircraft 
Eastern Air Lines 
Fairchild Engine 
Ford Motor Co. 
General Dynamics 
General Motors 
Grumman Aircraft 


American Airlines 
American Motors 
Bell Aircraft 
Bendix Aviation 
Boeing Airplane 
Borg-Warner 
Budd Co. 
Chrysler Corp. 


Kelsey-Hayes 
Lockheed Aircraft 
McDonnell Aircraft 
Martin Co. 

North Amer. Aviation 
Northrop Aircraft 
Pan American Air 
Republic Aviation 


Rockwell Spring & Axle 
Stewart-Warner 
Studebaker-Packard 
Thompson Products 
Timken Roller Bearing 
Trans World Airlines 
United Aircraft 
United Air Lines 

This Special Introductory Offer will also bring you the next four weekly 
editions of the Value Line Survey, with Ratings & Reports on over 250 major 
stocks. In addition, your introductory subscription will include a new Special 
Situation recommendation, a Supervised Account Report, two Fortnightly Com- 
mentaries, four Summary-Indexes carrying the Value Line ranks on each of 
850 stocks and four Weekly Supplements. 


Annual Subscription $120 *New subscribers only 


To take advantage of this Special Offer, fill out and mail coupon below. 
\ ame 
Address 


Pe eee ee 
Send $5 to Dept. FB-111 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 


VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW VORK 17, N.¥ 
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vast increases in the nation’s produc- 
tive capacity during the postwar dec- 
ade. This, it seems to me, completely 
misses on several counts. One is the 
fact that the depression of the Thirties 
and the waste of the war years, when 


related to an expanding economy and 


| a rapidly growing population, have 


literally demanded a rapid buildup of 


| the productive plant of this country; 


also that per capita growth in con- 
sumption continues to rise rapidly. 
The concept that excess capacity con- 


| stitutes a serious threat is in reality a 


throw-back to the “fear thinking” of 


| the great depression. 


Even the bears, however, are be- 


| ginning to relinquish the thought that 


| the 


downswing in business’ which 
started a year ago will spiral into a 
full fledged business recession. One 


| by one those who view with concern, 


if indeed not alarm, are tending to 
accept the growing evidence that the 


| bottom of the business recession has 
| probably been seen. Essentially thei 


| position 
| 


today concerns the _ stock 


| market itself; the claim is made that 
| stocks are much too high and must 


} 
'] 
| 
| 
| 
' 
| 
| 
| 
} 
| 


come down, not that business will go 
from bad to worse. 

The bulls, of course, do have thei: 
own problem of justification. At 500 
for the Dow Averages, the level at 
the current writing, leading common 
stocks are selling at some 17 times 
earnings of the past 12 months and 
over 18 times earnings estimates for 
the calendar year. Admittedly these 
ratios are high by the standards of the 


| past. But they suggest to me only that 
| the market may be due, perhaps over- 
| due, for a correction; not that a majo1 


change in trend is ahead. 

At the risk of being accused of “new 
era” thinking, it seems to me that we 
must face up to the fact that we are 


| dealing with a new and unprecedented 
| set of market conditions. I have pointed 
| out that with the quality of corporate 
| earnings steadily improving, a length- 
| ening of price/earnings ratios, ove 
| those familiar in the past, is entirely 
legitimate. The technical situation in 


the market is of a nature such as we 


| had not previously seen. The combi- 
| nation of a record-breaking short in- 
| terest, the steady mopping up of huge 
| quantities of quality stocks by invest- 
| ment trusts and pension funds, and 
| the tendency of the average investor 





to buy and hold—rather than to buy 
and sell—appears to be creating, if not 
a scarcity of stocks, at least a new 
supply-demand ratio, one which is 


| favorable to advance rather than de- 


cline. I do not contend that there are 
no possible limits to the market's ad- 
vance; what I am saying is that the 
factors cited above set the upper lim- 
its of stock prices at levels higher than 

(CONTINUED ON PAGE 45) 
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SUCH OPPORTUNITIES COME 
ONLY ONCE IN A LIFE-TIME 


My fortune-building formula is to en- 
able investors with small funds rapidly to 
acquire financial independence. I have 
done research to that end for nearly fifty 
years. More than five thousand investors 
can testify to the fortune-building success 
of my discoveries. The formula is very 
simple. We find you the basic potentials of 
growth in low price stocks. Holding these 
basic growth values has quickly doubled 
the funds of clients time and again. Our 
current recommendations are selling at 
about ten percent of their potential values. 

Thirty years of conspicuous success for 
clients has built us pre-eminent recogni- 
tion for our fortune-building growth dis- 
coveries. That is why over five thousand 
investors are reading our weekly “Stock 
Market Appraisements” we formerly syn- 
dicated nationally on financial pages un- 
der the heading, “ROYSTONE SAYS.” 

Our newspaper followers found that 
discovering fundamental growth values is 
the basic factor in fortune-building. No 
wonder Wall Street is so anxious to keep 
in contact with our recommendations. 

This demand from everywhere for our 
reliable guidance in selecting special 
growth values forced us to publish our 
comments in inexpensive weekly analvtical 
guidance bulletins which are now being 
read by thousands of investors each week. 


W. H. ROYSTONE 
INVESTMENT ANALYST 


Who, from devoting many vears building fortunes 
for investors, wrote ‘‘America Tomorrow rall 
“the most far-seeing economic guide 

future sent free to his clients with 

Safety Rules’’ for Investors and Traders 


Thinking realistically, we must agree 
that fortunes are built from small funds 
only through far-sighted specializing, not 
through diversification. A few poor selec 
tions destroy the gains of years. Funds 
were greatly increased when our clients 
bought a special situation at four that 
went to twenty-four. Not many months 
ago we advised our subscribers to buy 
another discovery below four dollars that 
quickly went near twenty and now looks 
much higher. We expect many of the 
discoveries we are recommending to dou 
ble current cheap prices many times 

The only sure fortune-building is done 
through such fund enhancement research 
That alone will offset the rising cost of 
living. Fortune-building requirements call 
for at least a fifty percent fund gain each 
year. Instead, the great majority of in 
vestors see their cash values shrink. 

Not so long ago when one of our dis 
coveries was selling near three dollars we 
said, “a few hundred shares bought now 
will pay for the future education of chil 
dren, soon pay off the mortgage or pro 
vide security for old age.” It went up im 
mediately and advanced about one thou 
sand percent on the American Stock Ex 
change and promises much greater growth 
Now. we are approving other low 
growth situations that also 


price 
promise un 





To buy low-price long-term growth situ- 
ations before the public recognizes their 
potential values largely eliminates the hazards of speculation. 
Now, thanks to the discovery made while evaluating fundamental 


psychological factors found in the Roystone Heavy Industry 
formula, we follow the rules that make for growth. Currently we 
anticipate a long bull market in natural commodity growth stocks. 
We are exploring the field to uncover the issues that show the 
greatest fortune-building potentials. 

Ignoring the rules for fortune-building, the average investor 
never has a profit chance. Unfortunately, investors and traders 
are equally victims of popular sentiment. They buy when they 
should sell and sell when they should buy. To protect clients 
against these errors, we developed our 27 Safety Rules for 
Investors and Traders. 

We build on growth, not petty profits. One may not go broke 
taking quick profits but certainly one never gets rich. We select 
growth values in their infancy that are independent of adverse 
conditions. This makes all the difference between failure and 
fortune-building. 

Naturally, knowing the long trend turning points is essential 
to the investor. Knowing a “bull market” from a “bear market” 
is one guarantee of security. At the end of the Korean War this 
was almost the only service to see a long rising market ahead. 
Waiting and watching for such profit opportunities has built 
most of the large fortunes made in Wall Street. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis of 
our growth situations we recommend for substantial income and 
rapid crowth. 


CAPITAL GAINS—NOT DIVIDENDS—BUILD FORTUNES 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy the strong spots in 
an advancing market and be sure of a profit. He has slight 
knowledge of stock market psychology and the dangers of 
following the activity in stocks. He knows next to nothing of the 
research needed in selecting growth values. He does not know 
how few are impulsed by the special advantages we look for in 
our discoveries. 


usual capital gains. 


Read what the Press Service that 
syndicated his “Comments” said: 


“What ‘Roystone says...” is respected by the best in Wall 
Street from the small speculator to the largest investment trusts.” 

“One thing is certain: Roystone knows the stock market 
With a truly remarkable record in earlier years while writing for 
this service he has foreseen all the important market changes. 

“Followers all over America look upon Roystone as the 
reliable long-term market diagnostician among the many 
Wall Street technicians.” 


most 


good 


We earnestly believe there is a tremendous need for honest ir 
vestment and business guidance. Such assistance can be 
only from factually appraising future investment opportunities 
in the light of political and social trends. Without such 
there is small hope for the individual in his quest for financial 
independence. Remember, there are rules for 


derived 
iid ince 
fortune-building 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now, to help you in your personal problems, we have 
our special protective and instructive Contact Service 
place our newspaper comments. The fee (for 52 weeks) for th 
present, is only twenty-five dollars for advi« 
covering the next seven weeks of the current critical period 

Thousands of our clients realize that when and what to buy 
is the secret of safety and success in fortune-building. When 
you send twenty-five dollars ask for the names of our low-price 
growth discoveries that we expect to more than double during 
the next few weeks: And also request “America Tomorrow” and 
those famous 27 Safety Rules for Investors and Traders. Annual 
subscribers may send a list of their stocks for the personal com 
ments of W. H. ROYSTONE, Forest Hills 9, Long Island, N. ¥ 


(Instituted 1931.) Midtown consultation appointment, $25 


created 


dollars or five 
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CREATIVE 
RESEARCH* 
REPORT 


@|° 


Tracing Flight Patterns 
Of Investments in 
West Coast Aircrafts 


Our new 18-page August Monthly Letter 
is based on comprehensive, on-the-spot 
research by our aviation analysts covering 
the most important factors in the West 
Coast aircraft group. It studies the effects 
of the Middle East crisis and the latest 
trends in missiles and electronics. It deals 
frankly with the major problems faced by 
this industry, including financing and 
profits, and Government contract 
selectivity. 


OUR INVESTMENT CONCLUSION 
IN BRIEF 


“Several companies continue to offer much 
speculative attraction... some appear on 
dead center .. . others are faced by a drab 
if not uncertain outlook over the next 
year or so.” 


INDIVIDUAL AMALYSES OF 8 LEADERS 


Our Monthly Letter gives a clear, straight- 
forward investment report on each of the 
issues below. Specific recommendations 
for timely purchase or sale are made. 


Douglas General Dynamics 
Garrett Lockheed 

Rohr North American 
Ryan Northrop 


200 OTHER RECOMMENDED ISSUES 


In addition, our Monthly Letter includes 
a market review and classified list of over 
200 stocks and bonds in nearly every 
industry. These selected issues are kept 
under continuous review by our creative 
research Department, and those which our 
analysts feel attractive for immediate pur- 
chase are so indicated. For your free copy 
just mail coupon today. 











*Creative Research — 
The Key to Good Investments 
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INVESTMENT POINTERS 


by A, E, RHINEH ART 


The Money-Managers & the Market 


As 


evident 


time goes on, it becomes more 
that the further mismanage- 
ment of money last year made a basic 
contribution to the rugged adjust- 
ment which the economy has recently 
passed through. The proof is clear in 
the rapid reduction of the rediscount 
rate in a money-management effort 
at the national level to overcome the 
negative results of the final one-half 
point advance. Recent current re- 
financing efforts have added empha- 
sis to the flight from the dollar at 
home. The gold movement reflects 
the foreign appraisal of our currency. 

We are all interested, however, in 
the future, not in the past. Why 
cannot investors, adjust our 
thinking to the same dynamic con- 
cepts of growth and development as 
we witness in science and industry? 
It seems clear that the investor who 
cannot accept the projection of the 
greatest tomorrow in human history 
had best avoid investment in the 
future and bury his talents in a good 
fixed-income casket where they will 
carry out the Biblical prediction and 
philosophy of talents that are buried. 
On the corporate level and therefore 
finally on the investor level, the ca- 
pacity to accept bigness in the ap- 
praisal of tomorrow will be a 
important the profits of 
tomorrow. Furthermore, the path to 
the preservation of appropriate profit 


we, as 


most 
factor in 


margins of tomor- 
row lies in discov- 
ery and invention, 
in production effi- 
ciency and in the 
adaptation of new 
methods, processes 
and procedures. 

Corporate profit margins have been 
in a downtrend for some time, due 
largely to the fact that the working- 
man is taking out more pay and put- 
ting in less effort. This is one of the 
most important stimulations to good 
management and research, the pur- 
pose of which will be to offset this 
trend. However, it is only one reason, 
if a very important one, for the tre- 
mendous amount of dollars going into 
research. Some corporate dollars have 
already moved from. surplus to 
capital investment account and will 
shortly begin to produce income 
Many expenditures which have been 
withheld because of the recession at- 
mosphere, will be prompted to be- 
come active in the absence of furthen 
downtrend and the presence of the 
possibility of higher costs. 

No matter what other forces may 
come into play, the final endurance of 
our economy will be measured by 
our money-management. A currency 

*Mr. Rhinehart, 
ern Pines Office, 


curities & Co., 
Joseph 


Resident Manager, South- 
Eastman Dillon, Union Se- 
is a guest columnist for M1 
D. Goodman, who is on vacation 
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without a basic value is like a ship 
without a rudder. 
progress in monetary depreciation is 
slow—but it is nonetheless sure. 
Now, how is all this related to the 
marketplace? It is my opinion that 
the consideration of these various 
factors has resulted in one very cer- 
tain market motivation. Such con- 
sideration is prompting money to buy 
property values rather than current 
earnings or current dividends. For 
this reason present and immediate 
future earnings are of little impor- 
tance. So are dividend cuts. These 
conclusions have been, and continue 
to be, proven by price movements in 
specific instances. For months now, 
the close observation of the market 
reveals that the buyers, not the sellers, 
have been the aggressors. Even in the 
instances of large blocks of stocks, the 
off-market selling has been accom- 
plished without any price deteriora- 
tion. Furthermore, the over-all char- 
acteristic for some time has been 
lower volume with lower prices and 
higher volume with higher prices. 
The recovery timetable has been 
unexpectedly advanced by the uncer- 
tainties abroad containing, as they do, 
the possibility of war. The sudden 
surge in prices after the Iraqi coup, 
was undoubtedly based on the general 
belief that a further acceleration of 
dollar depreciation was _ inevitable 


and that the industrial reaction had to | 


be one which would promptly en- 
deavor to replace depleted inven- 
tories and, in general, abandon the 
“wait-and-see” recession attitude. 
Thus while this will be history 
when it reaches print, I feel sure that 
the cost of money has seen its low, and 


that with the August 1 financing by | 


the government, which chose an 


over-all one-year obligation at 158%, | 


the cost-of-money curve will slowly 
but surely advance with the general 
economic recovery. 

One further thought is that the 
capital gains tax remains the most 
distorting influence we have in the 
marketplace. It continually robs the 
market of supply at the high prices 
while it provides supply at the low 
prices. In addition, it provides a mini- 
mum tax return to the government as 
compared with its nonexistence except 
on a net-gains-for-income basis. An- 
other government-connected disability 
of our economy is the truth that the 
stockholder or stock buyer can be 
reasonably sure that corporate han- 
dling of his dollars as a shareholder 
is entirely more reliable than the han- 
dling by the government of his dollar 
as a taxpayer. There is little reason 
why the demand for investment in 
good corporate management should 
not exceed the demand for investment 

(CONTINUED ON PAGE 48) 
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Special Study by United — 
The PROFITS and RISKS of 
COMMON STOCK WARRANTS 


Selected Speculations Attractive Now 


ENSATIONAL profits from common stock warrants 

make good reading. Although warrants are not always 
the easy road to riches, for they involve high risks, warrants 
do have a sound investment purpose and can offer the 
intelligent investor big gains. 


Buying Advices on Five Favored Issues 


In a timely Special Study, UNITED presents the profit 
opportunities and speculative risks of common stock 
warrants, including a statistical appraisal of 20 leading 
warrants. Based on price, length of life, and company 
outlook, 5 of these warrants are recommended as attrac- 
tive speculations now volatile ventures for money you 
can afford to risk in the pursuit of high percentage profits. 
Like dynamite, stock warrants can be decidedly dangerous in careless 
hands, but they are tremendously useful at the right time and place 


FREE WITH TRIAL OFFER: Send only $1 for the next 4 weekly 


issues of UNITED Reports and receive without extra charge this 


~ UniTeo 
Business 


210 NEWBURY ST. 
} 





individual i 


timely Special Report on “The Profits and Risks of Common Stock 
Warrants.” (This offer open to new readers only) 


——FILL OUT COUPON AND MAIL TODAY WITH ONLY $1. _ 
SENT TO YOU BY AIRMAIL $1.25 [} 


ce) UNITED BUSINESS SERVICE 


BOSTON 16, MASS 


than any other advisory sert 














INVESTING 
for FUTURE 
INCOME 


? 


Incorporated 
Investors 


Estoblished 1925 

A mutual fund invested ina 
list of securities selected for 
possible long-term growth of 
capital and income. 








INVESTING 
for CURRENT 
INCOME 


? 


Income Fund 


A mutual fund investing in a 
list of securities for current 
income. 





Please send a Prospectus on 
(_] Incorporated Investors 
(_] Incorporated Income Fund 


Tue Parker Corporation, 200 Berkeley St., Boston, } 











1 STOCKS 
TO TRIPLE? 


SELECTIONS FOR BIG 
GROWTH IN 3 YEARS 


Our Editors have just analyzed an 
extraordinary list of 66 growth stocks — 
each picked by one or more professional 
analysts as likely to triple in the next 
3 years. After intensive study, we 
combed this list of 66 stocks down to a 
‘choice’ selection of just 7 stocks to 
recommend to you now. All 7 are fea- 
tured in our new Special Report. It is 
titled:, “7 New Growth Stocks Most 
Likely to Triple in the Next 3 Years’. 

“hese ‘7 stocks remind us of outstanding 
profit-inakers like Thiokol Chemical 
which has grown from 8% to 70% in 
rocket fuels. And stocks like Ventures, 
Ltd., which has grown from 4 to 424% 
in mining and oil. Three of these 7 
stocks are special ‘atomic’ stocks. Two 
are in guided missiles. One is in oil 
equipment. And one is in special metals 
A copy of our new Report featuring 
these ‘7 Stocks to Triple’ is yours as a 
special bonus now when you send just 
$1 (new readers only) to try our unique 
advisory service “The Growth Stock 
Letter’ for the next two weeks. Mail 
this ad with your name and address and 
$1 today. Send to Dept. ‘F-12 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 81, MASS. 





Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 


the right stocks at the right time. Widely | 
used by professional traders and investors | 


for Making Market Profits—and Keeping | 
Them. 
FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities ...a daily price change 
service ... and instruction material. All 
will be sent free on request. 
for Portfolio F-54. 


MORGAN, ROGERS & ROBERTS, 
64 Wall Street @© New York 5, a ’. 





re WAAR ARRRRRREERY 


pportunities in WARRANTS ¥ 


4. you are interested in making each $1 do 
the work of $100 or $1,000 in a — 
market—then you should be interest 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do rou avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

What warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely- nor waa and 

only full-length study of its —"* THE 

SPECULATIVE MERITS OF ‘COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 121 warrants 
ou should know about, send $2.00 to 

H. M. Associates, Dept. 

F-113, 220 Fifth Avenue, New 
York 1, N. Y. or send for 

free descriptive folder. 
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| new era, 


investment debate, 
| has gone against the old-timers, the 
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PMARKET COMMENT 


The Public Begins To Speculate 


Durinc the advancing market of 1942- 
57, when so many fortunes were made, 
the public invested in common stocks. 
It bought values and was intelligent 


| about what it was doing. Now the 


public is speculating. It is buying 
prices and is not so much concerned 
about values. It is reasoning from 
generalities about an inflationary eco- 
nomic situation rather than proceed- 


| ing on the basis of particulars about 


individual companies. 

Having been “wrong” about the 
market and about the economy (to a 
lesser extent, perhaps), the conserva- 


| tive analyst now is a aiscredited per- 


son. He just did not understand “that 
things have changed,” that this is a 
that stocks after all are 
worth more than 15 times earnings, 


| that the new checks and balances in 
| the 


economy had made 
theories obsolete. After 


his cyclical 
all, the sub- 


| conscious thinking goes, the market is 


the final arbiter of all economic and 


and the decision 


analysts and the theorists. 

I am of the opinion that we have 
entered a period of speculative fervor 
which probably will carry prices 
much higher than even some of the 
| present day rationalists think. I base 
| this opinion on the plethora of cash 
investment and on the 
limited supply of shares caused by 
unwillingness to pay the capital gains 
tax. Hundreds of thousands of people 
in recent years have become rich by 
accumulating common stocks in a ris- 
ing market and not selling them. Their 
experience is feeding the cupidity of 
| late comers, and even their own 
cupidity; and the public is coming to 


| the well to draw more water. 


The 1927-29 speculation was based 
on money borrowed directly by in- 


| vestors themselves who bought stocks 


on margin. This 1958 speculation, in- 
directly, is based on the borrowing of 
money by the Federal Government on 
a much larger scale. The money is 
“created” in the form of bank de- 
posits, and it flows out to the public. 
It has been created and still is being 
created at a most rapid rate. 

As a gesture against speculation, 
the Federal Reserve Board author- 
ities just raised margin require- 
ments. This made the market shiver 
for a session or two, but it won't 
give it a really big chill. Recent- 
ly only about 1.3% of all listed 
stocks have been held on margin 
| against about 8% in 1929. Margin 


by L. O. HOOPER 


buying naturally 
has increased, but 
this still is funda- 
mentally a cash 
market. 

If you are in the 
brokerage __ busi- 
ness and have a 
clientele of any reasonable size, you 
know that a large part of the new 
buying is for cash—indeed, most of it. 
You constantly are asked not whether 
the client should buy, but what he 
should buy. You may scrape the 
bottom of your barrel for ideas, but 
the clients keep on asking for more. 
You know that many of your clients 
have “missed the market” and have 
cash which is burning in their pockets. 
And they are not the only ones! The 
institutions and mutual funds have 
cash, too, cash which they are ex- 
pected to invest. Ever think of what 
these new mutual funds have been 
doing, starting off fresh? They can’t 
just sit on their hands! 

As I see it, this most recent inter- 
national incident has acted as sort of 
a catalyst. In the first place, it ex- 
ploded the idea that this “too-high” 
market was just waiting for an ex- 
cuse to go down. Secondly, it caused 
some people to begin to spend a little 
of the money they had been hoarding 
on goods and inventories. Third, it 
jacked up Federal spending just an- 
other notch. Fourth, it revived the 
consciousness of inflationary phe- 
nomena. It was ideally timed to 
stimulate the market and the econ- 
omy, since it is now clear that there 
was an incipient business recovery in 
progress in June and early July. 

Since the coup d’etat in Iraq in mid- 
July (up to the time this is written at 
least), there has not been a single 
session in which trading on the NYSE 
has not exceeded 3,000,000 shares. 
There has been an increase of some- 
thing like 50% (a little more) in 
“activity.” Some technicians have re- 
garded this as evidence of a “blow- 
off” of the rise which really started 
late last year. I don’t think it is a 
“blow-off.” I think it is a “break-out” 
from widespread caution to adven- 
turesome speculation. Before Iraq, 
stocks were being bought cautiously 
and without too much confidence. 
Since Iraq, stocks have been bought 
boldly and with considerable abandon. 

Speculative markets like this blow 
hot and cold, and you can’t expect 
this thing to be a one-way street in- 

(CONTINUED ON PAGE 46) 
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Will the “Odd Lot” Indexes indicate 


the next Selling Point? 
THE LONG RECORD sAYS YES’ 


In the various market tops of the past two years the “Odd Lot” Indexes have been of much 
help in detecting the top areas—when prudent investors who do not like to carry stocks down— 
should have been selling. This does not mean infallibility. It does mean correctly indicating 
in advance important turning points nine times out of twelve in the past twenty-seven months. 


Actually, the Odd Lot Indexes have seldom missed a top area. On a couple of occasions they 
were premature (as recently, but in such instances they have been quick to correct themselves ). 


In a stock market situation such as now exists 


Indexes (or, for that matter, of our ability to in- 
the Drew “Odd Lot” Studies usually offer valid 


terpret them). But if nine times out of twelve in a 


indications regarding the market's internal char- 
acter and provide valuable clues as to any major 
change in trend. 








The Odd Lot Studies have been telling a broad- 
ly consistent story since February. 

It would be presumptuous to claim—or even 
to expect—infallibility on the part of the Odd Lot 





period of twenty-seven months—the conclusions 
provided by the Indexes prove significant—can we 
complain if they fail of 100% infallibility? More- 
over, there is nothing stubborn about the Indexes: 
they do not cling to an erroneous position which 
appears to be invalid. The sensitive Studies are 
quick to reveal internal factors which mean a re- 
versal in trend—either way. 


It was not until the New York Stock Exchange began to release the daily figures on odd lot trading and 
the operations of Stock Exchange members that it was possible to know authoritatively WHO WAS DOING 
WHAT IN THE STOCK MARKET. Since those figures have been released, changes in the market sentiment 
of the “odd lot” public and also that of the professional traders can be measured with reasonable accuracy. 


Odd Lot trading on the New York Stock Exchange is usually a fair sample of what the publie is doing. The 
Odd Lotter and the professionals are ordinarily on opposite sides of the market—which is rather easily estah 
lished by close analysis of odd lot trading as compared with that of Stock Exchange members. It should not be 


rresumed that the publie is always wrong and the professionals always right. 
} I : : | 


The most important consideration in the Study of odd lot 
transactions is that the trend of sentiment as indicated by the 
odd lot balance of trading is more significant than the side on 
which the balance lies. Thus, although the odd lot buyer is never 
“wrong in the sense that he buys around every bottom, he 
almost invariably buys proportionately less at the bottom than 
on the way down. Similarly. as an advance progresses toward 
its peak, selling may change to buying or buying may become 
progressively heavier. A change of sentiment on the part of the 
odd lot public after a market trend has become well established 
—our Studies covering twenty-two years indicate 
opposite of what it should be. 

Records going back 22 years clearly indicate that when it is 
time to sell the great majority of investors—particularly small 
investors—are actually buying more heavily. The conclusions 
published weekly by Drew Investment Associates are based upon 
the Studies charting the actual relationship of odd lot purchases 
and sales at every important turning point since 1935. The “Odd 


DREW ODD-LOT STUDIES 


is usually the 


3 Latest Reports and next Four Weeks 
with Monthly Chart of Odd Lot Indexes 


$5.00 


or 58-99 for above Reports and nine weeks trial 





Lot” Studies constitute a scientific method tor determining the 
market's internal condition—which usually dictates the course 
of stock prices. For the long vears these Studies have been under 
objective research they have told their story 
ish sometimes bearish 
change in trend. 


sometimes bull 
usually in advance of an important 


It is always the intention of Drew Investment Associates to 
faithfully report the danger signals—which normally precede 
an important change in trend —and say, in so many words. when 
prudence dictates the selling side. The Drew Reports should be 
especially valuable in this phase of the stock market. We are 
offering them under a generous trial arrangement to cover the 
next 30-60 dayvs—with the three latest Studies 
charge. 


included without 


Frankly, what the Indexes are now saving we regard as 
quite significant. Indeed. the Indexes right now are telling a 
story which we doubt should be ignored. 


DREW INVESTMENT 
ASSOCIATES, Inc. 
S53 STATEST.-BOSTON, MASS. 


[] 4 Weeks—$5S [] 9 Weeks—$8 
Send three latest Reports by air mail. Month- 
ly Chart of Odd Lot Indexes. and all Drew 
Studies including specific buying or selling 
advices for period indicated. (Refunded if 
the Studies are not considered useful) 





The Drew Reports are regularly $85 a year or six months at $47.50. 
Special refund guarantee provides for cancellation with complete 


refund at any time within 30 days. 


Forbes, aucust 15, 1958 


Name 


Street 





MY SMARTEST 
INVESTMENT OF ALL 
WAS THE 5 BUCKS 


From a Barron’s reader 


Like many other men, I was a hit-or-miss 
investor—who too often missed. One day I 
saw a Barron's ad in the paper, and it made 
sense. So I sent in my $5 for a trial sub- 
scription 

I remember the first issue I got 
made me change my 
was going to buy 

Since then, every issue of Barron's has 
given me information on industries and on a 
number of companies. Barron's tells me how 
they are doing and where they are going 
the kind of information I've got to have to 
pick good investments instead of lemons 

That's how Barron's has helped me increase 
my capital. You can’t read it without becom- 
ing a better judge of investments 

And my smartest investment of all was the 
five bucks I paid for Barron's itself 


because it 
mind about a stock I 


No other business or investment publication is 
like Barron's. It is written for the man who makes 
up his own mind about his own money. It is the 
only weekly affiliated with Dow Jones, and has full 
use of Dow Jones’ vast, specialized information in 
serving you 

Barron's subscription price is $15 a 
you can try it for 17 weeks for only $5 
subscription brings you 

Everything you need to know to help you handle 
your business and investment affairs with greater 
understanding and foresight the investment 
implications of current political and economic 
events the perspective you must have to an 
ticipate trends and grasp profitable investment 
opportunities 


ear but 


y 
ae 
This trial 


See for yourself how important Barron's can t 
to you in the eventful weeks ahead. Try it for 17 
weeks for $5. Just tear out this ad and send it 
today with your check for $5; or tell us to bill 
you. Address: Barron's, 392 Newbury St 
15, Mass 


30ston 
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STOCK LEADERS 
For Fall & Winter 


Babson's Latest Research Report 
points to “Pre-Season” Stock Bar- 
gains expected to lead the profit 
parade during the fall and winter 
of 1958. 


This report includes forecasts on 
many leading securities. 


For your copy send $1.00 to: 


BABSON’S REPORTS INC. 


Dept. F-89, Wellesley Hills 81, Mass. 
(FOUNDED IN 1904) 














NEW SAFER APPROACH 10 


COMMODITY 
PROFITS 


Even a small investment can earn big 
money in commodities. Proper timing 
is the secret of success. Scientific 
stops safeguard your funds against 
undue risk. 

learn how you, too, can increase 
capital and income. Send for recent 
trading bulletins from 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArclay 7-6484 

















STOCK ANALYSIS 


Inflation Fear 


THE stock market 
boiling this summer. 


has really been 

With the Dow- 
Jones industrial average once again 
above the 500 level, stocks are about 
as high as a year ago and only a few 
percentage points below their all-time 
peak. This is better, or at least it hap- 
pened sooner, than anyone I know had 
dared to predict. 

That this recovery is not based on 
current earnings or dividends is ob- 
vious. Even stocks of companies 
which are reporting deficits and have 
cut their dividends, as Ford and 
Chrysler, have been climbing to new 
recovery highs. What we have wit- 
nessed in recent weeks is nothing less 
than a stampede into stocks. 

Many Wall Street experts and pro- 
fessional investors are shaking their 
heads at these goings on, wondering 
and disapproving. I am not only re- 
ferring to the diehard bears who still 
maintain that this is merely a very 
strong rally in a major bear market. 
But the professional investor and the 
security analyst who have been raised 
in a school that relates the price of a 
stock to current, or at least pre- 
dictable future earnings, now find 
themselves at a loss to rationalize this 
bull market. 

Mid-year reports of many of the 
major investment trusts reflect this 
way of thinking. Their managers 
have remained generally cautious, al- 
though more hopeful, but on the 
whole they have continued to favor 
defensive investments rather than 
“cyclical” stocks. It is possible, of 
course, that some of the institutional 
investors have changed their minds in 


recent weeks, jumped on the band-. 


wagon and contributed their share to 
the stampede. 

To the extent that the market ad- 
vance reflects the growing confidence 
that this recession has definitely been 
licked and that the recovery is pro- 
gressing more strongly than expected, 
one can find no cause for criticism 
and may only wonder at the investor's 
exuberance. Unfortunately, however, 
much of this sudden rush into stocks 
is not due to confidence, but to fear. 

A budget deficit of $12 billion, and 
perhaps more, is staring us in the 
face. By itself this is not necessarily 
inflationary, but when it coincides 
with a strong business recovery, it 
becomes an entirely different matter. 
It is most regrettable that the Federal 
Reserve has maneuvered itself into a 
position where it is virtually helpless 
in preventing the inflationary reper- 


by HEINZ H. BIEL 


cussions of federal 

deficit financing. 

Ever since’ the 

Treasury's ill- 

timed offering of 

long-term bonds 

last June, the 

FRB has permit- 

ted the bond market to deteriorate to 
an extent where it has no alternative 
but to pump highly inflationary funds 
into the capital market in order to 
help the Administration finance its 
deficit. 

Walter Reuther, unquestionably 
one of the ablest labor leaders, has 
been playing his hand exceptionally 
well by protracting negotiations with 
the auto makers. The time has passed 
when they would not have minded a 
strike; with the model change-over 
now underway, they cannot afford it 
anymore. Here we go again with an- 
other turn in the wage-price spiral 
which has contributed more to infla- 
tionary pressures than any other sin- 
gle factor. 

So far we have not even considered 
the possibility that the so-called crisis 
in the Near-East may not be settled 
at a conference table. If there should 
be actual warfare, even on a minor 
scale, the effects on the federal budget 
would be dramatic. 

What is so particularly worrisome 
is that this new threat of accelerated 
inflation comes after a relatively con- 
servative Administration has been in 
office for more than five years. This 
is the Administration that was 
pledged to balance the budget, restore 
the integrity of the dollar, reduce 
ambition-stifling tax rates. If Eisen- 
hower has to ask that the debt ceiling 
be raised to $288 billion, and probably 
$300 billion before 1960, what will 
happen to the dollar when a less con- 
servative Administration should be at 
the helm? 

In recent years inflation has been a 
chronic rather than an acute disease 
Nibbling at the dollar’s buying power 
at the rate of 2% to 3% a year, its 
damaging effects were noticeable only 
over an extended period of time. 
Now, however, the stage is set for 
more serious erosion. With this pos- 
sibility in sight, is it really surprising 
that investors are eager to dump thei! 
bonds and buy common stocks? Once 
you begin to get worried you will dis- 
regard the seemingly excessive price 
level of stocks in relation to current 
earnings and dividends. You will 
disregard too the possibility, if not 


Forses, AUGUST 15, 1958 














probability, of a sizable correction. 
Investors seem to want protection This announcement is neither an offer to sell nor a solicitation of an offer to buy 
against inflation at any price, and any of these securities. The offer is made only by the Prospectus. 
common stocks of healthy companies | 
are well suited to provide such pro- 
tection. 

When an investor of sizable funds | 2,000,000 Shares 
— Pony ly eg gg ng Les | Townsend U. S. & International Growth Fund, Ine. 
ahead and buy, even if his buying is A Special Situation Fund 
driving up the price. This, of course, 
has been one of the potent factors in 
the recent advance. Many individ- 
ual investors may have come to the 
same conclusion, but much too often 
they are inclined to wait for a more 
favorable buying opportunity—which 
may never come. There is a saying in 
Wall Street that today is always the 


most difficult day to make an invest- Principal Underwriter On the East Coast, contact 
ment decision; most of us like to put 


oll Gen enthen Gut. we aes aha he FIF MANAGEMENT CORPORATION FIF INVESTING ASSOCIATES, INC. 
taken. This sort of “chiseling” for a 950 Broadway, Denver, Colo. 500 Fifth Avenue, New York 36, N. Y. 
couple of points rarely pays off. It Telephone: AMherst 6-2671 Telephone: LAckawanna 4-8955 

may matter for a trader. But for a 
long-term investor it is the basic de- 


paratively minor day. to-day fluctua || THE TEN MOST ACTIVE STOCKS ON 
This unwillingness to act is one of THE NEW YORK STOCK EXCHANGE 


the reasons why so many investors How often have you wondered if it was safe to jump in and buy when stocks such as POLAROID 

who are aware of their weakness in REXALL, LORILLARD, AMERICAN MOTORS are being traded in thousands of shares at the top of 
é the most active list? We believe that we can now answer this vital question 

this respect have relegated the re- After years of research we offer “THE TOP TEN”, an analysis of the ten most active stocks of the 

i? thtliter far nati : he hands week listed on the N.Y.S.E. This analysis is keyed to timing—volume—price range, and volatility 

sponsib1 ity or action into the ands To the best of our knowledge this is an important ‘‘first’’ in stock analysis 

of investment companies, although in The investor who insists on being fully informed will find many answers to the problem of 

establishing positions in many good situations as they come to the fore 


NEW _ ISSUE July 29, 1958 


A non-diversified open-end investment company with leverage potential. 
The Fund, which is international in scope, is designed for investors who do 
not need or want current income but who are willing to take greater than 
average risks with the hope of obtaining possible capital appreciation. 


The Prospectus and public offering prices may be obtained in 
any State in which this announcement is circulated from only 
such dealers as may lawfully offer these securities in such State. 























many instances this is a costly way 
of buying investment management. — CAPITAL GAINS — 


For example, all the thousands of To achieve capital gains is a primary objective for investors in all tax brackets. To help attain 
> > , > 73114 this goal we would like to have you read our book ‘TRADING BLUE CHIPS FOR CAPITAL G A NS 
pe ople who bought the One William We will send you a copy and 3 weeks of our complete advisory service including the new TOP 


Street fund in May, at $12.50 a share, TEN ANALYSIS” for only $1.00 (or $1.25 airmail 


still have a 6% “loss” today if they MARKET RESEARCH ASSOCIATES 


would want to liquidate now, at $11.73 108 Seath Les Robles. Pesedene. Callferale 
a share, despite the fact that the Dow- 


Jones industrial stock average is up — COMMODITY TRADERS— 
about 45 points, or 10°! INCREASE YOUR PRESTIGE 
Although I think that the market Follow the trend in yong minimum It pays off! Exciting, profitable things can happer 
~— -_ . stop loss protection. Weekly letter gives to the man whose book is pub i under our 
y > * . « © 
has gone too far too fast and that a sani Wat ant Gk ee ian tea shen, ie tele vnceanibien, Gor Geeks are entther 
corrective sell-off must be expected hey Witten to aan At what point ve ie © te WV. Times, “Saturday Review, Winchell 
at any time, I remain of the opinion to take your profit At what point to 
- , , ' e beh »-scenes ry ¢ . 
that I'd rather accept this risk than stop your loss. ‘lebinn oe gy a SS a oe 
be greatly underinvested. oy J will bring you a an get 40% royalties, local-national publicity 
a four week trial service. and greater social-professional stature. Prompt 
The listing below shows ten stocks TMINSTER COMMODITY SERVICE, INC editorial appraisal of manuscripts. Write $. Evans 
which are suitable long-range invest- | | WESTMINSTER Coen Exposition Press, 386 4th Ave., N. Y. 16 
ments for capital appreciation. 


1957.58 nporox NEW BOOM AHEAD IN URANIUM 
Price Range 


Disappointed speculators have dumped uranium stocks at desperation prices. Many companies have 
72%-39%/2 Anaconda Company evaporated or been absorbed. Now both uranium companies and the better grade uranium stocks 
5056-33% Bethlehem Steel are in stronger hands. As usual, the decline has overreached itself, and many uranium stocks ore 
67¥/2-33 Clark Equipment on the bargain counter just os the REAL demand for uranium is beginning. 
4712-33 General Motors “ 
4734-2912 Great Northern Railway Our new 26 page Report, ‘‘A REAPPRAISAL OF URANIUM AND URANIUM SECURITIES," reviews 
1091/2-8242 international Paper the boom and bust; analyzes the market for uranium; the relation of output to demand; the world 
57'e-26 Lockheed Aircraft situation; the coming leaders in uranium. Finally, it points to specific opportunities in uranium stocks 

Va- 

saat ashe a i SOR Normally our Reports are unavailable except on subscription. However, in order to introduce them 


695¢-52% Westinghouse Electric to as many investors as possible for a brief period we will send you this one FREE, without obligation 


sveseneryon Sates peed a pas NUCLEAR ENERGY RESEARCH BUREAU 


Foreign and Van American, $4 
68 William Street, New York 5, N. Y. 
































SUBSCRIPTION SERVICE: Piease mail subscription 
orders rrespondence and instructions for change of , , coe : . . 
address t¢ Gentlemen: Please mail me, FREE, your Special Report “A Reappraisal Of 
* FORBES Fr w LFILLMENT SERVICE . . . cae Pry 
Fifth Avenue Uranium And Uranium Securities. 
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CHANGE OF ADDRESS: Please send old address i 
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eystone 
FUNDS 


For CURRENT INCOME 

0 Income Fund K1 

0 Low-Priced Bond Fund B8 

C) Discount Bond Fund B4 

For INCOME with 

GROWTH Possibilities 

0) High-Grade Common 
Stock Fund Sl 

©) Income Common Stock 
Fund S2 


For CAPITAL GROWTH 

Possibilities 

(0 Growth Fund K2 

() Growth Common Stock 
Fund S3 


0 Lower-Priced Common 
Stock Fund S4 


0 pee Fundof Canada, 


THE KEYSTONE COMPANY 
50 Congress St., Boston 9, Mass. 
Please send me Prospectus describing 
the Fund(s) I have checked above <1 
Name 


Address. 
City. 





























Free booklet-prospectus describes 
The Common 
Stock Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing for income 
and possible growth through com- 
mon stocks selected for their invest- 
ment quality. 





Addce 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 











AREA RESOURCES BOOK 


explains why | 
the area we 
serve offers 

so much 
opportunity 

to industry. 





Write for FREE COPY 
Box 899, Dept. N 
Salt Lake City 10, Utah 


POWER 
6 LIGHT 








Serving in 
Utah-Idaho 
Colorade-Wyoming 


C0. 











THE FUNDS 


COUNTER PLAY 


WHILE most of the major funds are 
drawn to the blue chips, Oreland, 
Pa.’s tiny (assets $160,000) Over-the- 


| Counter Securities Fund, Inc. actu- 
| ally 


makes a business of avoiding 
them. President Ralph P. Coleman 
Jr., who believes that his organiza- 
tion is the only mutual fund dealing 
exclusively in over-the-counter se- 
curities, has only two stocks in his 
portfolio which represent really big 


| U.S. corporations. These are Kellogg 
Co. ($212.2 million sales) and Joslyn 


Mfg. & Supply Co. 
sales). 

Most of the weight of Coleman's 
portfolio is carried in its electrical, 
electronics and instruments division 
(biggest items: Electronic Associ- 


($84.9 million 


| ates, National Aeronautical and Fish- 
| er Governor), 
| fund’s money is invested. Other pro- 
portionately 
| Johnson Service 


where 32% of the 
large holdings are in 
Co., Stavid Engi- 
neering, Veeder-Root and U.S. Treas- 
ury bills. For over-the-counter buffs, 
Coleman’s fund offers one strong 
selling point: it is more liquid than 
many over-the-counter stocks. Many 


| of the stocks it handles have limited 
; markets and are infrequently traded, 
| but like other open-ends, shares in 
| Over-the-Counter 


Securities Fund 
are readily marketable, can be bought 


| and sold on any business day. 


| INFLATION REVISITED 


One of the slightly weary but appar- 
ently effective arguments for invest- 
ing in common stocks is that these 
securities are a good bet as a hedge 
against inflation. More than a few 


| Wall Streeters, in fact, believe that 


inflation hedge buying has been a 


| major factor behind the recent mar- 


ket upsurge. 

But is investing really such a sim- 
ple matter? At least one mutual fund 
manager, President Harland H. Allen 
of Chicago’s smallish Growth Indus- 
try Shares, Inc. (net assets: $12.4 
million), thinks it is not. “The Amer- 
ican economy,” says Allen, “is closer 
than most investors realize to a period 
of intensive price competition from 


| many quarters of the world. .. . We 
believe that the big challenge to good 


investing in 1958 and 1959 will not be 
the need for old-fashioned inflation 
hedging, but the need to find well- 
managed enterprises with superior 
prospects. .. .” 

According to Allen, companies with 
these “superior prospects” have low- 
cost labor with modern machinery 


and American management in foreign 
affiliates, capabilities for automation 
to keep ahead of rising costs in do- 
mestic operations, and special advan- 
tages, such as location, which will 
help them increase their share of U.S. 
markets. 

Such is the type of stock Allen 
tries to find for his low-load (3% vs. 
the usual 8%) fund. Judging by his 
portfolio, Allen thinks the drugs are 
one good bet for this competitive fu- 
ture. Last quarter he picked up Ab- 
bott Laboratories and Mead Johnson, 
enlarging his holdings of Merck and 
Searle. Other stocks he favored were 
American-Marietta, McGraw-Hill, 
National Lead, Reynolds Metals and 
Square D. A few of the companies 
that didn’t look so good to Allen: 
Caterpillar Tractor, Chemetron, In- 
ternational Nickel, Standard Oil of 
Indiana and Woodward Iron, all of 
which he sold in the June quarter. 


FOR FUNDS ONLY 


A NEW mid-town Manhattan office of 
W. E. Hutton & Co., devoted primar- 
ily to mutual fund sales, opened its 
doors early this month, emphasizing 
the increased interest by major Wall 
Street firms in the funds. 

“It’s the first of its kind in the 
city—no ticker, no tape,” noted Hut- 
ton partner Ernest E. Keusch who 
heads Fund activities. The firm feels 
that mutual funds are a good medium 
for stock exchange firms but has de- 
cided they need different treatment 
than ordinary securities. Thus the 
special office. 

Says Keusch: “Selling mutual funds 
is like selling insurance and the cus- 
tomers’ man is not geared for that 
kind of selling.” 





FUNDS 
vs. THE MARKET 





Standard & Foor 500 | 
ee rect 
a Ren EE 
r 1949-100 
~ 10 Largest Stock Funds | Indexes use weekly closing prices 


Fund indexes assume reinvestment 
of capital gains at net asset value 
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CARBIDES 





A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of thisCorporation has 
been declared, payable Sept. 2, 1958 
to stockholders of record at the 
close of business August 1, 1958. 


BIRNY MASON, JR. 
Vice-President and Secretary 
UNION CARBIDE CORPORATION 


WILL YOU SMOKE MY 


NEW KIND OF PIPE 
30 Days at My Risk? 


New principle that contradicts every idea 

you've ever had about pipe smoking. | gwuar- 

antee it to smoke cool and mild hour after 

hour, day after day. without rest, without 

bite, bitterness or sludge. Prove it toyour- 

self. Smoke a new CAREY PIPE with- 

out a cent of risk on your part. Send 

name now for free facts. No obligation. Write: E. A.CAREY, 
1920 Ave., Dept. 7-3, Chicage 40, illinois 


tf You Are Interested In 


STOCKS OR MUTUALS 


You will WANT The Mutual Fund ® r—The 0 














MONEY 
Issued monthly, $4 Annually. Send check to: 
tual Fund Reporter, Box 364, Fair Haven, New Jersey 


SSS 
PHELPS DODGE 
CORPORATION 

The Board of Directors has de- | 
clared a third-quarter dividend of 
Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable September 


10, 1958 to stockholders of record 
August 15, 1958. 


M. W. URQUHART, 


Treasurer. 








July 30, 1958 














Want to learn more about 


Investing for Growth? 


Sharesof NATIONALGROWTH 
STOCKS SERIES represent an 
investment in a supervised com- 
mon stock mutual fund. Securi- 
ties in the fund are selected for 
possible long term growth of 
capital with special consideration 
given to corporations actively en- 
gaged in newer scientific develop- 
ments and technologies . . . To 
learn more about investing for 
growth, clip and send the at- 
tached coupon today for your 
FREE copy of our latest Infor- 
mation Folder and Prospectus. 
ee ew RS eee ee 
61-8 


NOME... ccccccccccccccccccccccecs 
Addr688, cc cccccccccceccccccesces 
City & State 


eee eeeeeeeseeee 


National Securities & 
Research Corporation 


Established 1930 
120 Broadway, New York 5, N. Y. 
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| on current earnings; 
are, however, quite reasonably priced | 





LUBLIN 





(CONTINUED FROM PAGE 36) 


those of past periods, when such con- 


ditions were not present. I suggest, 


| furthermore, that the top limits them- 


selves are fluid, tending to rise. 
Turning from the general to the 
more specific: What is a reasonable 
policy today for the long-term in- 
vestor? As I see it, his whole thinking, 


his orientation, should be geared to | 
the assumption that we are in a longer | 
term bull movement. Despite this, it | 
is a fact that one feature of the market | 


which can be expected to persist 
is that it will from time to time 
have periods of correction. Such a pe- 
riod may be directly ahead; logic 
points this way, even though the in- 
ternal evidence, the performance of 
the market itself, continues to suggest 
higher prices before the advent of 
lower prices. 

What groups, what types of stocks 
to buy for this bull market? Here I 
think that the cyclical stocks, those 
whose earnings have been sharply re- 
duced by the 1957-58 recession, are 
the prime candidates for substantial 
capital gain, since a full fledged busi- 
ness recovery, when it occurs, is like- 
ly to center in these industries. I 
would note the following: 

1) Earnings recovery when it oc- 
curs in these groups will be relatively 
rapid, since their profit potential is 
highly leveraged. With increased de- 
mand and higher production, unit 
costs generally decline sharply and 
product prices tend to firm. Margins, 
therefore, can widen rapidly. 

2) These issues may not be “cheap” 
many of them 


on the average earnings of the past 
five years, or, alternately, the earn- 


ings expectancy of the next five years | 


which could well be still higher. 
3) The industry 


shakedown in 


| these groups has had a salutary ffect, 
bringing about considerable internal | 


housecleaning aimed at eliminating 
waste, lowering costs, and promoting 
improved operating efficiency. 

4) Overly ambitious expansion 
plans have been tabled or cancelled, 


a process which started several years | 


ago. Any threat of seriously exces- 
sive capacity has clearly been eased. 

5) A more effective labor-manage- 
ment relationship, an improved ability 


to deal realistically across the nego- | 
tiating table, is likely to be another | 


plus factor. 

Cyclical groups which I especially 
favor at this time include steel and 
non-ferrous metals, paper, certain 
building stocks, many oil stocks, and 
a great many rails. 
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definitely, not all the time. But I do 
think that the price of common stocks, 
like the price of anything else, is de- 
termined by the law of supply and 
demand—especially if there is a free 
market, and the stock market is a 
“free market” if there ever was one 
What we have here is too much money 
and not enough stocks for sale, I don’t 
think it is just a passing situation. Of 
course, any kind of a “speculation” 
gets into trouble eventually, but it is 
too early to expect this “speculation” 
to get into serious trouble. 

I think Wilson & Co. (2412) has 
quite a speculative potential because 
of the prospect for larger supplies of 
hogs and cattle these next few 
years, because of the quality of the 
company’s management, because ol 
changes made in the company’s opera- 
tions, and because of the high lever- 
age in the stock created by huge sales 
per share and _ considerable fixed 
charges. Because of the nature of the 
meat packing business, of course, this 
stock always will be highly specula- 
tive Cudahy (11%) has even 
more leverage, but it is not quite as 
good a stock .. . Swift & Co. (3412) 
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spite of its poorer-than-industry 
showing of late. 

Some weeks ago, I mentioned 
Ryder Systems, then 21%, as a rea- 
sonably priced growth stock. It has 
since advanced to about 30. I still 
think it is cheaper than most other 
growth issues. I would not sell it, 
and I would buy more on any modest 
weakness. I am greatly impressed with 
this young company’s young man- 
agement and the expansion potentials 
in its truck operating and truck leas- 
ing business. I would hope for earn- 
ings of better than $2.50 a share this 
year. Unfortunately, the issue is 
traded over-the-counter and has a 
thin market. 

Keep in mind that the rails have 
been about as unpopular as any stock 
market group. They are essentially 
heavy industry stocks, and if you are 
bullish on heavy industry you almost 
have to be bullish on the rails. They 
possess high leverage. They have 
been cutting costs most effectively as 
the June statement of such roads as 
Louisville & Nashville and Southern 
Pacific so clearly show. One road 
which has kept up earnings amazing- 
ly well all through the trouble has 
been Chicago Great Western (43). 
Here you are beginning to see what 
a good management can do to a rail- 
road, given a few years. Northern 
Pacific (42) could prove to be a very 
popular stock in this type of market 
because of the company’s large oil 
and, especially, timber holdings. I 
think it is a logical stock to buy. 

This Middle East political problem 
probably will be settled eventually at 
the cost of companies holding conces- 
sions in that area. They won't lose 
the concessions, but they are likely to 
make a less favorable division of 
profits from production with the peo- 
ple who own the oil. These inter- 
national oils still are cheaper, funda- 
mentally, than the domestic oils; but 
for the time being they are likely to 
be out of favor and may do very little 
in the market. 

I want once more to suggest that 
1959 will be a better automobile year 
than 1958 and that 1960 will be better 
than 1959. That’s why I have been 
buying Ford Motor on this “climax of 
bad news” concerning the company. 
Stocks like Borg-Warner, Kelsey- 
Hayes, Timken Roller Bearing and 
Arvin Industries also would appear to 
have a good potential. General Mo- 
tors is not as cheap as Ford and 
Chrysler, but it involves less risks 
... Among the textiles, I especially 
like Cone Mills (14). 

You might as well relax and enjoy 
this speculative market, even though 
it makes more sense from a supply- 
demand point of view than from the 
standpoint of values. 


Forsrs, auGcust 15, 1958 








Cities Service 
COMPANY 


Dividend Notice 
a cervick 
eines 
The Board of Directors of Cities Service Company has de- 
clared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable September 8, 1958, to stock- 
holders of record at the close of business August 15, 1958, 


ERLE G. CHRISTIAN, Secretary 


Pullman Allied Chemical 
Pieced 
Incorporated orporation 


DIVIDEND 

Quarterly dividend No. 150 

— 388th Dividend — of $.75 per share has been 
92nd Consecutive Year of declared on the Common 
Quarterly Cash Dividends Stock, payable September 
10, 1958, to stockholders of 
record August 15, 1958. 
share will be paid on September Ricvanp F. HANSEN 


‘ . Secretary 
13, 1958, to stoekholders of ree- 
ord August 20, 1958. July 29, 1958 


CHAMP CARRY 


President 








A regular quarterly dividend of 


seventy-five cents (75¢) per 


llied 
hemical 


TRAILMOBILE Continuous Cash Dividends Hove Been 


Paid Since Organization in 1920 














Harbison Walker BOSTON EDISON 
Refract Hes Company COMPANY 


Preferred Dividend 


Boord of Directors has declared 
for quarter ending September 30, An initial dividend of 20 cents 
1958 DIVIDEND of ONE and per share has been declared 
ONE-HALF (1'9%) PER CENT or payable on the first day 
$1.50 per shore on PREFERRED August 1958 to holders « 
STOCK, payable October 20 ord at the close of busines 
1958 to shoreholders of record July 21, 1958 of the Compan 
October 6, 1958 Cumulative Preferred Stock 
Also declored o DIVIDEND of . a age ec ee 
$.45 per shore on COMMON oud Celees es geet 
STOCK, payable September 2 iinet — 
1958 to shoreholders of record ’ 

August 11, 1958. ALBERT C. MeMENIMEN 


si ( ronmuller ’ Jreasurer 
Vice President and Se 


state ; ‘ 30st o y 17 95 
Pittsburgh, July 31, 1958 ae ee oh) ee 

















EQUITABLE REWRY 


A quarterly dividend of forty (40) 
cents per share for the third querter 
of 1958 has been declared on the com 
mon stock, payable September 10, 1958 
At a meeting held July 25, 1958, the Board of to stockholders of record at the close 
Directors declared quarterly dividends of $1.125 of business on August 22, 1958. 
per share on the 4.50". Convertible Preferred Stock 
and 40 cents per share on the Common Stock Drewrys Limited U. $. A. inc. 
payable September 1, 1958 to ai) holders of record Seuth Bend, indiene 
at the close of business August 8, 1958 
H. s. Netting, Jr., T. E. JEANNERET. 


Secretarn ) Secretary and Treasurer 





























\ July 23, 1958 


EARNINGS STATEMENT 
FOR THE TWELVE MONTHS 
ENDED JUNE 30, 1958 


International Business Ma- 
chines Corporation has made 
generally available to its se- 
curity holders, in accordance 
with the provisions of Section 
11 (a) of the Securities Act of 
1933, as amended, a state- 
ment of earnings for the 
period July 1, 1957, through 
June 30, 1958, being a period 
of twelve months beginning 
after May 21, 1957, the effec- 
tive date of the Corporation's 
Registration Statement, No. 
2-13305, for 1,050,223 shares 
of its Capital Stock, filed with 
the Securities and Exchange 
Commission under the Secur- 
ities Act of 1933, as amended. 
Upon request to the Secretary 
of the Corporation at the ad- 
dress shown below, copies will 
be mailed to security holders 
of the Corporation. 


590 Madison Avenue 
New York 22, N.Y. 
July 31, 1958 
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POOR & COMPANY 
CHICAGO 
. 
DIVIDEND NOTICE 


The Board of Directors has 
declared a quarterly divi- 
dend of 37'2¢ per share on 
the common stock payable 
September 1, 1958 to stock- 
holders of record at the 
close of business August 
15, 1958. 


A. J. FRYSTAK 
Vice President & Secretary 
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in government debt. 
uncertainty has been present for many 
months, idle funds have been piling 


up back of the dam of doubt. It has | 
impossible to evaluate these | 
dammed-up dollars in volume, but | 


been 


they could only remain idle for a 
certain period of time, because there 


is no adequate unemployment in- | 
surance for them. These dollar re- | 
sources have already begun to go to | 
work on a broad scale and have found | 


a dynamically renewed urge in cur- 
rent foreign developments. 


We will look back at this now past | 
phase of recession from a more dis- | 
tant point and see how some of the | 


factors referred to as “built-in stabi- 
lizers” worked. What we have to wor- 


ry about now is that a benevolent | 
government will endeavor to help the | 
economy and in the | 
process extend the unwanted govern- | 
ment-in-business disease which we | 
have suffered from for so long. Altru- | 


convalescing 


ism of this kind can only be another 


excuse for bad management. It can | 


never be a sound or final help to 
private industry. The greatest help 
any businessman or business can have 
is the restoration of the incentive to 


risk personal effort and capital for a | 


fair profit. 

There is little change in my invest- 
ment list. I continue to favor what 
I have called standard investment 


merchandise which also provide the | 


much sought growth factors with safe- 


ty—the kind which can weather such | 
storms as we have just passed through. | 
Again, certain top companies such | 


as Standard Oil of New Jersey, U.S. 


Steel, General Electric and du Pont | 
are presumed. In the oils, Standard | 


Oil of Indiana, Ohio Oil, Phillips Pe- 
troleum, Sinclair, Union Oil of Cali- 
fornia, Amerada and Sunray Mid- 
Continent. Royal Dutch and Shell 
Trading with their world-wide inter- 
ests have been made very cheap by 
the Middle East uncertainties. 

In steel, Bethlehem, Republic, Jones 
& Laughlin, Youngstown and the 


over-the-counter Cleveland Cliffs for | 


its steel portfolio among other things. 
The chemicals are unchanged: 


American Cyanamid, Union Carbide, | 
The latter | 


Dow and Olin Mathieson. 
was ill-chosen last year but would 


seem to have good recovery possibili- | 


ties now. For the automobile depart- 


While all this | 





YALE & TOWNE 
Declares 282nd Dividend 
37'2¢ a Shar 


On July 31, 1958, 
dividend No. 282 

of thirty-seven 

and one-half cents 

per shore was 
declared by the Board 
of Directors out 

of past earnings, 
payable on 

October 1, 1958, to 

irra stockholders of record 
at the close of business 


September 10,1958. 
Wm. H.MATHERS 
Vice-President and Secretary 


THE YALE & TOWNE src. co. 


Cash dividends paid in every year since 1899 

















National 
Distillers 
and 
Chemical 
Corporation 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on Sep- 
tember 2, 1958, to stockholders 
of record on August 11, 1958. 
The transfer books will not close. 
PAUL C. JAMESON 
July 24, 1958. 





Treasurer 





FIN AWN f COMPANY 
COMMON STOCK DIVIDEND 
94th Consecutive Quarterly Payment 
The Board of Directors of 
Seaboard Finance Company 
declared a regular quarterly 
dividend of 25 cents a share 
on Common Stock, payable 


October 10, 1958, to stock- 
holders of record September 


8, 1958. 
PREFERRED STOCK DIVIDEND 
The directors also declared 
regular quarterly dividends 
of $1.18% on the $4.75 Sink- 
ing Fund Preferred Stock, 
$1.25 on the $5.00 Sinking 
Fund Preferred Stock, $1.25 
on the $5.00 Convertible Pre- 
ferred Stock, Series A and B, 
all payable October 10, 1958, 
to stockholders of record 
September 18, 1958. 


EDWARD L. JOHNSON, 
July 24, 1958 Secretary 


PHOTO CREDITS 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company’s cap- 
ital stock outstanding and entitled to re- 
ceive dividends, payable September 15, 
1958, to stockholders of record at the 
close of business August 22, 1958. 
E. F. VANDERSTUCKEN, JR., 
Secretary. 


ment, one can only visualize a techni- | 
cal price recovery rather than one 
based upon actual or even close po- 
tential earnings improvement at this | 
: = Sider deen ‘ diti :G L | Page : Bettmann 
time. Under these conditions Genera Page 21: Wide World 
Motors becomes a lone selection. | | Page 32: Wide World 
In electronics, Westinghouse, Inter- | | Page 34: Wide World 
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DIVIDEND NOTICE 


AMERICAN & FOREIGN 
POWER COMPANY INC. 


2 RECTOR ST.. NEW YORK 6. N. Y. 


lhe Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per share 
on the Common Stock for 
payment September 10, 1958 
to the shareholders of record 
at the close of business August 


11. 1958 


H. W. Batcooyen, 
ut Vice President 
and Secretary 


July 25, 1958. 











Air REDUCTION 


Compony Incorporated 


165" CONSECUTIVE 


COMMON STOCK DIVIDEND 


of Directors has declared 

irterly dividend otf ¢ 2¢ 

the Common Stock of 

yable on September 5 

record on August 18 

wenty-seventh regular 

dend of $1.125 per share 

imulative Preferred 

i 4 the Company 

able on September 5, 1958 to hold 
t record on August 18, 


July 23, 1958 


T. S. O'BRIEN, Secretary 














STANDARD OIL COMPANY 
INCORPORATED IN NEW JERSEY) 


The Board of Directors 


has declared a 


¢ ash Dividend on the capital stock of 
55 cents per share on July 
31, 1958. This dividend is 
payable on September 10 
1958 to stockholders of 
record at the close of busi- 
ness on August 11, 1958 


30 Rockefeller Plaza, New York 20, N. Y¥ 
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Cash Dividend 
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No. 196 m4 
September 5,1958 » 
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At the regular monthly meeting held July 25, 
1958, the Board of Directors declared a regular 
quarterly cash dividend of 25 cents a share, pay- 
able September 5, 1958, to stockholders of 
record at the close of business August 11, 1958. 


By R. Seibel, Secretary 








national Telephone, Sylvania and 


Raytheon. Surely Sperry-Rand has | 


increased in attractiveness in this 
group at its lower price level. In 
radio and television, Zenith. The 
metal group is unchanged with Phelps 
Dodge, Kennecott, Anaconda and 
Aluminium Ltd. Newmont may be 
added. 

The detractors of the rails are losing 
great opportunities. Those _ issues 
previously mentioned, emphasizing 
natural resource values, have done 
exceedingly well in one of the most 
negative times the industry has had 
to live through. Northern Pacific, 
Great Northern, Southern Pacific, 
Union Pacific and Atchison The 
coalers, Chesapeake and Ohio, Louis- 
ville & Nashville, Norfolk & Western 
and the Virginian have lost no at- 
tractiveness from the forces which 
have seriously damaged other issues 
in this industry. 

There has been a broad and well 
recognized move into defensive medi- 
ums during the recession phase. This 
has been evident in consumer and 
public utility shares and the results 
have been most profitable and eflec- 
tive for those who followed this pro- 
cedure. Now, however, the dynamic 
phase of other than consumer groups 
has definitely been reinstituted. We 
may therefore expect a declining buy- 
er interest in the defensive categories 

In the utility field many stocks 
popularized as “growth” issues have 
become almost over-exploited. Yields 
on some of the favorites in Texas and 
Florida, for example, are as little as 
3°, or less. It is still possible to get 
from 416% to 5‘ in stocks which 
represent good values and which 
should have better than average per- 
formance when industrial activity 
picks up, such as West Penn Electric, 
Central Illinois Public Service, Dayton 
Power & Light, Ohio Edison, Pub- 
lic Service ~f Indiana and Pennsyl- 
vania Power & Light. In the over- 
the-counter market, Texas Gas Trans- 
mission. 

There is no change, nor will there 
be, in the two major forces Ww hich have 
motivated our economy and therefore 
our stock market for some years now 
These forces are 1) an expanding 
economy under the greatest impetus 
of discovery and invention ever ex- 
perienced and 2) a depreciating cur- 
rency. This latter is more basic than 
the former, because it could carry on 
to a certain degree without the for- 
mer. Together, however, these forces 
are unrestrainable in eventually de- 
livering to us the highest quotations 
for property values we have eve 
known. Current quotations thus be- 
come very far from excessive. Let us 
be sure that our dollars seek material 
values for their ultimate preservation. 


ROCKWELL 





STANDARD 
4 RESEARCH CENTERS 
21 MODERN PLANTS 
COAST TO COAST 


serving... 

* Tronsportation—Construction 

¢ Agriculture—Petroleum 

* General Industry and 
Government 

with... 

* Axles—Transmissions 

* Leaf and Mechanical Springs 

* Bumpers—Cushion Springs 

* Brakes—Forgings—Stampings 

* Grating—Universal Joints 


recently added products... 
* Torque Converters 
* Executive Aircraft 

DIVIDEND NOTICE 


ard of Directors | 


1 a regular quarter 





S0« cents per nar 
mon Stock of the Cor 
able September 10, 195: 
holders of record at the cl 
ness August 15, 1958. 
A. A. Fi 
July 28, 1958 


ROCKWELL-STANDARD CORPORATION 


Coraopolis, Penn yivonia 








RICHFIELD =. 
OIL CORPORATION 


dividend notice 


fhe Board of Directors has 
declared the regular quarterly 
dividend of seventy-five cents per 
share on stock of the Corporation 
for the third quarter of 1958, 
payable Sept. 15, 1958 to stock 
holders of record Aug. 15, 195% 
Norm bk. Su ) ad 
4 


. 

° 

. 
. 
. 
7 
* 
+ 
* 
” 
- 
o 
7 
. 
. 
. 

. 

+ 

. 
. 
. 


LOS ANGEEES 


pe RR Oe 
te 


BRILLO = 


MANUFACTURING COMPANY, INC. 
Dividend No. 114 
A Dividend No. 114 of Fifty 
Cents ($.50) on the Common 
Stock has been declared, pay- 
able October 1, 1958, to stock- 
holders of record September 15, 
1958. 
M. B. LOEB, President 
Brooklyn, N. Y. 
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THOUGHTS 


Society is a partnership in all sci- 
ence; a partnership in all art; a part- 
nership in every virtue and in all 
perfection. As the ends of such a 
partnership cannot be obtained in 
many generations, it becomes a part- 
nership not only between those who 
are living, but between those who are 
dead and those who are to be born. 

EpMUND BURKE. 


Our dignity is not in what we do, 
but what we understand. The whole 
world is doing things. 

GeorGE SANTAYANA 


Have no fear of change as such and, 
on the other hand, no liking for it 
merely for its own sake. 

Rosert Moses 

The best security against revolution 
is in constant correction of abuses and 
the introduction of needed improve- 
ments. It is the neglect of timely re- 
pair that makes rebuilding necessary. 

RIcHARD WHATELY 


He was a wise man who said: “As I 
grow older I pay attention to 
what men say. I just watch what 
they do.” WItrrep A. PETERSON. 


less 


Capital is to the progress of society 
what gas is to a car. 
JAMES TRUSLOW ADAMS. 


Facts are the basis of policies but 
they do not create policies; they are 
only the stuff of which policies are 
made. Here is where synthesis comes 
in to build up the facts into useful 
knowledge which is wisdom, and it is 
wisdom that alone gives meaning and 
direction to life. —-Harotp W. Dopps. 


The admiration of power in others 
is as common to man as the love of it 
in himself; the one makes him a tyrant, 
the other a slave.—Witu1am Haz zirt. 


There is a calculated risk in every- 
thing. There has been a calculated 
risk in every stage of American de- 
velopment. The nation was built by 
men who took risks—pioneers who 
were not afraid of the wilderness, 
business men who were not afraid of 
failure, scientists who were not afraid 
of the truth, thinkers who were not 
afraid of progress, dreamers who were 
not afraid of action. 

—Brooxs ATKINSON. 


ON THE 
BUSINESS OF LIFE 


Hunger does not breed reform; it 
breeds madness, and all the ugly dis- 
tempers that make. an ordered life 
impossible. —Wooprow WILSON. 


B. C. FORBES: 

Said the head of a large or- 
ganization about one of his men: 
“I don’t understand how he ac- 
complishes so much with so little 
effort, unless it be that finishing 
the job each day is his secret.” 
Probably that is the secret. A 
lot of men, including many ex- 
begin- 
They 
take up one thing after another, 
toy with each for a while, di- 
vert their attention to something 
else, with the consequence that 
undertakings are 


ecutives, are energetic 


ners, but poor finishers. 


many never 
carried through to a finish. The 
old adage, “One thing at a time 
and that 
good motto, as many can tell,” 
The secret of 
achievement often is 

Scattered 
down 


done well, is a very 
still holds good. 
concen- 
tration. shot may 
game, but 
bag big game. One 
worthwhile task carried to a 
successful conclusion is worth 
half - a - hundred half - finished 
tasks, just as the manufacturer’s 
or merchant’s profits do not 
come from goods in stock, but 
from goods sold and delivered. 
On the football field you cannot 
until you have 
forced the ball through between 
the posts. It is the same in the 
business field. Concentrate. Be 
a finisher. 


bring small 


doesn’t 


score a goal 


A man watches his pear tree day 
after day, impatient for the ripening 
of the fruit. Let him attempt to force 
the process, and he may spoil both 
fruit and tree. But let him patiently 
wait, and the ripe fruit at length falls 
into his lap. —ABRAHAM LINCOLN. 


It is wonderful how preposterously 
the affairs of the world are managed. 
We assemble parliaments and councils 
to have the benefit of collected wis- 
dom, but we necessarily have, at the 
same time, the inconvenience of their 
collected passions, prejudices and pri- 
vate interests: for regulating com- 
merce an assembly of great men is the 
greatest fool on earth. 

—BENJAMIN FRANKLIN. 


To be a liberal one doesn’t have to 
be a wastrel. —Paut H. Dovuctas. 
There is no learned man but will 
confess he hath much profited by 
reading controversies; his 
awakened, his judgment sharpened, 
and the truth which he holds more 
firmly established. In logic they teach 
that contraries laid together 
evidently appear; and _ controversy 
being permitted, falsehood will ap- 
pear more false, and truth more true. 
—JoHN MILTON 


senses 


more 


What is opportunity to the man 
who can’t use it? An unfecundated 
egg, which the waves of time wash 
away into nonentity. —-Greorce ELIoT 


Every great man is always being 
helped by everybody: for his gift is 
to get good out of all things and all 
persons. JOHN RUSKIN 


Two things are as big as the man 
who possesses them—neither bigge 
nor One is a minute, the 
other a dollar. —CHANNING POLLOCK 


smaller. 


Nothing is enough for the man to 
whom enough is too little. 
EPICURUS 


I cannot too often repeat that De- 
mocracy is a word the real gist of 
which still sleeps, quite unawakened, 
notwithstanding the resonance and 
the many angry tempests out of which 
its syllables have come, from pen o1 
tongue. It is a great word, whose his- 
tory, I suppose, remains unwritten 
because that history has yet to be 
enacted. —Watt WHITMAN 


| More than 3,000 selected “Thoughts” 


| available in a 544-page book. Regu- 


| lar edition, $5. Deluxe edition, $7.50 





A Text... 


Sent in by J. H. Rackstraw, Palo 
Alto, Calif. What’s your favor- 
ite text? Forbes book is pre- 
sented to senders of texts used 


Blessed is the man that hath stood the trial, 
for when he has stood the trial he will re- 
ceive the crown of life which the Lord has 
promised to them that love Him. 


—JAMES 1:12 
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TALKING WIRES WwiTH IMPORTANT CONNECTIONS 


TELEPHONE WIRE AND CABLE made by PHELPS DODGE 


A 
Every time you pick up your telephone, a net 


to serve you. The vital part played by these communication lines calls for reliable 


trouble-free performance, day after day. Phelps Dodge combines manufacturing skill with ex 


research and engineering experience, to produce telephone ables of the highest quality 


PHELPS DODGE COPPER PRODUCTS 


CORPORATION - SOO PA 
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New oil 


Storage tanks and cat crackers at the Conrmonwealth Oil Refinery, near Guayanilla—on Puerto Rico’s South Coast 


refinery expands industrial opportunity in Puerto Rico 


i bw $56,000. 000 oil refinery is part of 
Operation Bootstrap — Puerto Rico’s dra- 


matic drive to attract new industry. It is 
now producing 55,000 barrels of petroleum 
products per day. 

This great refinery gives Puerto Rico a 
base for a new petroc hemical industry. 

Already, Union Carbide is building a 
$32,000,000 plant nearby ro manufacture 
petrochemicals. And other firms are project- 
ing the construction of plants that will make 
plastics and synthetic fibers for Puerto Rico’s 


busy textile and moulding industries. 

Such developments are significant. They 
show how Puerto Rico’s prosperity is gath- 
ering impetus. One factory is beginning to 
serve another. A pattern of inte er ated indus- 


try is starting to emerge. 


Looking for a plant site ? 


Tell us what your product is—and we will 
explain how Puerto Rico’s remarkable tax 
holiday and other advantages could increase 
vour profits. Write to the address below. 


Commonwealth of Puerto Rico, Dept. FO-81, Economic Development Admin., 666 Fifth Avenue. New York 19, N. 





